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y < GROUF MEETING September 12, 1940
:30 e.m.
Present: Mr, Sullivan i
lir. Graves
Haas
lir. Chamberlain
Mr. Young

Mr. Bell
Mr. White
lir, Gaston
1 Mrs Klotz
HuJr: Well, I think the Press treated us pretty
well this morning.
Schwarz: I think, all told, that we got along all
right.
3 ’ HM, Jr: Pat was much fairer than I thought he would
-
Schwarz: He stuck pretty closely to the facts.
H.K,Jr: I thought it was all right. In fact, I am

quite pleased.

°1 Gaston: I thought it was a very accurate story in
the Post. I heard Danaher on the radio last
night taking Fulton Lewis' place and in the
course of his broadcast he gave a general
review of what was going on in Congress.
He quoted textually two sentences from
Johnny's statement and they were accurate
quotations, so he had seen & transcript or
seen the statement itself.

HJJL.Jr: Is that right? Well, I think we got off all
right. I satisfied. It was tough going
for a while, wasn't it, Johnny?

0 J Sullivan: You should have been around some other times
i /1] during the summer.




H.M.Jr:
Sullivan:
HE.M.Jr:

Gaston:

Hui.Jr:
Sullivan:

H.M.Jr:

Gaston:

Go0a

Well, I have been in other tax bills.
Yes, I know.

"Senate Finance Committee, unimpressed by

the Treasury Department objections, is seeking
early enactment of its version of the excess
profits tax bill." (Reading press notice)

Well, we will see now what the next move is.

I have got clearly on record the fact that
the Treasury is o ﬁose& to the bill in its
present form., I.think that is all we can
O

No question about that.
It is on the record 2ll right.
No question about thet.

Harry Durning told me yesterday that there
seemed to be preparations to take the lew
Amsterdam, the Holland-American line, out of
New York., If he is correct, they will be
asking in & day or two for permission to
start, the British, of course, and I don't
¥now any reason why we should interpose any
objections to the departure of the New Am-
sterdam.

None that I know of. Anything else?

I don't kmow of anything else except that
I talked to Patterson yesterday about the -
their effort to dispossess us fram our
Winthrop radio station and I think we can
get delay long enough so that we can get

2 new station, Otherwise, it will ceuse a
lot of difficulty.
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HJ.Jr:
Foley:
H.M,Jr:

Foley:
HJLJr:

Foley:

H.M.Jr:

Gaston:

HM.Jr:
Gaston:
HM.Jr:

Foley:

L, Jr:

Haas:

Foley:

Ed?
I have nothing.

Let's see, Leon Henderson phoned me this
morning and I have sent a copy of the letter
on scrap steel to you and to Gaston and to
White and he is working out something., He
seems to be carrying the ball on it. I will
let you read it.

You have got the letter?

They have all gone,

They wanted another one for Leg and I had
thet written, too.

That is the one. Vhat else?

Did you want to add eny names to that list
of the people who are getting that weekly
report on serap steel and pefrolewum products?

No, but I would like to see the list,

I sent it in yesterday afternoon. Interior
is on.

I didn't get it. Chauncey was in this morning.
Forrestal hes indicated he would like to

have those aviation figures that you gave

to some of the other people.

He is on that list, isn't he, George?

To.

He would like to get on it., He may mention
it to you.
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Mo dr:

Foley:

H.M.Jr:

Foley:
HJ, Jp:
Bell:
Foley:

Haas:

Bell:
Haas:

HJLJrs

Sullivan:

HM,Jr:
Schwarz:
HM Jr:

Schwarz:

A1l right, put him on this week. You sort
of have inside information there, don't you?

Well, I didn"t get this that wajy.

I wonder if he will take it after office
hours.

lo, he asked Cox about it.
George is the comptroller on that. What else?
The Assistant Secretary gets them, doesn't he?

Knox gets them, I don't think the Under-
secretary gets them.

Knox gets them. lhere is Patterson, is he
in Var?

He gets them.

Patterson gets them, and the Secretary of
uar.

Put Forrestal on.
What are you going to do today, Johnny?

I am going to try to catch up on the things
that I have been’ missing here for a vhile,
T would like to see you a minute after this

neeting.
Chick?
I have nothing.

Did they bother you much last night?

Oh, about seven or eight calls,
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H.M. Jr:

Schwarz:

HJ,Jr:

Schwarz:

HolMedr:

Schwarz:
H leJr:
Schwarz:
HJM.Jr:

Young:

HM.Jr:

Chamberlain:

M, Jr:

Chamberlain:

I see., UThat em I going to say in ress
conference? P i e

You will have to ==

I will say I did all my talking before an
executive session.

That is right.

And as far as I an concerned, newspaper
stories - I heve got no compleints,

The stories are adequate and no complaints?
To.

Yes, sir, that is the picture.

Y¥r, Young?

The Swedes are taking their first Vultee
out for a test flight today.

That is a great job,

I talked to Berle yesterday about those - the
French request to be allowed to pay expenses
in other than the United States from the
funds here, He said it might have been taken
up with the President and he hadn't decided
yet and the State Department was holding back
because they wanted to see the new French
lfinister and sort of size him up, so we are
still hung up on that.

That is all right.

Well, yes, thet is ell right as far as I can
see, I will have to take - hold the hand of
the French financial people, but I can do
that all right.
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Chamberlain:
H.l.Jr:
Haas:

White:

Holl.Jr:

White:
H.Jr:
I White:

HM.Jr:
| White:

HM.Jr:

White:

M, Jr:

Anything else? [
Nothing else. |
George? ‘

I have nothing this morning, r'

that you would like to follow on this

Chilean thing, we have got - gone as far, |
I think, as we probably can without talking [
to the Chileans more or less officially, |
end we can have something for you, if you
would like, Monday or Tuesday, for you to
go_over with the Treasury staff before you
call them in,

If you would care to indicate e schedule ‘

Can't you give me something to read over

the week-end?

Yes, I can do that. ‘
At least, I can take it with me. |

|
It will be ready, and then if you want to il
heve a meeting on Monday -- ‘

I will try to read it, |
All right.
What else?

That is all.

This is very much in the room, I just talked
to lfr. Stimson and he still is very much
interested in the Far East. Have I got a
memorandun on that Chinese-Russian-U. S. Steel?

You have a brief one. I can give you a second
one.




HJdr:

Vhite:
HK,dr:

’ White:

H.M. Jr:
‘ White:

-

HoM.Jr:
Thite:
] H.M, Jr:

Chamberlain:

HM,Jr:
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Gould you, that I could send over to lir.
Stimson?

I think you might send the other one over,
but I will give you two and you can take
your choice.

Right. He is pecking avey at it. He says
Hornbeck and he are like this (erossing
fingers) now. They are both together.

Hornbeck seems to be very strong when he
is outside the State Department, on the
Far Dast, His blood kind of turns to
water when he gets back home.

What else now besides Chile?

That is all. We are working on Brazil, end
they have talked about Cuba, but it will
come to you through a commmication.

The American Ambassador to Cuba is in town.
Is he?

He is so impressed that he is trying his
best to get me to see a fellow by the name
of Heineman, vwho is the head of this Belgian
Sofina. I refused yesterday %nint-blank to
ses him. He says he is one of the most con-
structive figures in finence in the world.

Well, he is a very clever fellow. We have
a1l heard of him for a long time.

I said I didn't kmow snything about him,
whether he was or wasn't, buf this was the
second time, and wouldn't T see him, and I
refused to see him.
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Chamberlain:

Foley:

HM. Jr:

Foley:

H.liJr:

Foley:

H. Mo Jr:

Bell:
HM.Jr:

Bell:

i

He wrote you a letter, Mr, Secretary, that
we had, and that matter is being examined
with a great deal of care and lir. Upham is
going over it this week-end, and you are
going over it, too, aren't you, lr, White?
We don't feel like going ehead on the Sofina
situation without very great care.

That is & high-pressure crowd. They tried
11;'0 hire Eddie Greenbaum to handle the case
ere,

The Sofina?

Sure they did, Eddie wouldn't take the
retainer.

If Eddie had to pay an excess profits tax
on all the fees he turned down, we would be
rich,

Donald Duncen, Jim's partner, went up to
see Eddie and asked Eddie if he would go
up and take a retainer and Eddie said, "You
don't have to hire me to see the Treasury.
All you have to do is go in end see them."
Duncan came down and saw you. That was
just before you went on your northern New
York vacation.

I didn't know, with this fellow in towm,
how much pressure - what is the American
Ambassador's name? Messersmith lived for
ten years in Brussels. He must have been
Consul-General there and that is where --

Heinemen is an American.

Is he still?

I pguess he is, His holding company is en
immense company.
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HM.Jr:

Vhite:

H.M.Jr:

Sulliven:

M, Jr:

Sullivan:

H.M.Jr:
Sullivan:

HJL, Jr:

Bell:

HM.Jr:
White:

Gk

lessersmith got to lmow him during the ten
yeers he wes some diplomatic officer in &
Consular office in Brussels.

You will notice the half billion dollar addi-
tion to the Export-Import Bank vent through
the Senate.

Yes, they went out and left us waiting for
15 minutes while they voted on it.

They came back, though.

The next time these fellows that write these
statements - we will let them go up and
defend them, the authors. We are just the
actors. They just pulled the strings on us.
Oh, no. As a matter of fact, I think we
would have had a very tnugh time if we
hadn't hed that thing worked over.

Do you think so?

Sure; I think it was infinitely better than
the way I originally hed it drafted.

I wouldn't argue with you on that.

Harold?

Dan?

Wie had a meeting of the committee you appointed
yesterday morning on the South American Treasury
Conference end we recommend to you that the
Treasury be represented by a delegation headed
by Mr, Gaston and Dr. White, probably.

I reluctantly accept that.

By a majority vote.
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Foley:
White:
Bell:

HM.Jr:
Bell:
HM.Jr:
Bell:
H.M.Jr:

Sulliven:
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Two to one.
No, it was really Damy's idea.

At first it was, end then I made it unani-
nous.

I would like to see you sometime on Savings
Bonds and those two bank situations.

Will you ask = I have got time this afternmoon.
Would you want to discuss the bank situation?
Sure.

It will take about 10 or 15 minutes.

Sure. Okay.

Johnny, do you want to see me?

Just & minute.
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Present:

Chamberlain:

H.M.Jr:

Chamberlain:

Nr.
Mr.
Mr.
Mr.
Mr.
Mr

Mr,
Mr.

September 12, 1540
11:00 e.m,

FUNDS CONTROL

Chamberlain
Gaston
Foley

White

Bell
Cochran
Bernstein
Pehle

There is nothing new except that you
expressed the opinlon that you favored
Switzerland and thought they should be
paid and we would like to get --

Just describe it to me again.

There were two - applications for two
requests on the French, to take dollar
funde to pay the interest on two Swles
loans, totel amounting to about - between
$800,000 and $900,000. The loans were,
accord ng to our reporte, not payable -
no option to pay in dollars. Alphand
says they have such an option and will
give us a memorendum, but I am quite
confident there was no such option. The
point is that they haven't got the means
in France with which to buy these - to
buy Swise france. We pressed them on
the point of thelr having teken over &
quantity of French exchange from their
pecple. He said they hadn't taken over
as much of it as we had supposed and 1s
going to give ue a memorandum on that
and that in fect they hadn't anything
left. I told him that we didn't want to
grant the application if 1T waen't necessary




HE.M.Jr:

Chamberlain:

‘Cochran:

Chamberlain:

H.M.Jr:
Chamberlain:

HoM.Jr:

Chamberlain:
H.M.Jr:
Cochran:
H.M.Jr:

Cochran:

=toRs

because we thought it wae very desirable
for the French to use whatever exchange
they had in France to pay out on all of
theee obligations. He sald they - you
know, I thought if i1t would fell into
Germen hande I might well make that point.
He sald he wae perfectly aware of that and
he would 1like to pay out these funds, but
they didn't have them.

Who saye that?

Alphand. And it would be very difficult
for them to find any way of paying these
funds. You know the situation from the
Swise point of view is that the Swiee
Minister was in strongly urging that it
be pald and another Swise - Somary --

No, it was the Minister himself.

Minister himeelf urged strongly 1t be

pald. He wants to get the money to sustain
thie ourrency.

It is a question =--

It is a question of how much you want to
help the Bwiss.

And the State Department expressed themselves,
did they?

No, I don't think they have.

Have they?

No, sir.

Well, that 1is funny.

Well, I mean they expressed 1t - the Minister
went te Mr. Berle to protest against our
decieion and Berle sent a memorandum to

Dan Bell saying they would look into it.
You saw that, didn't you, Dan?




Bell:
H.M.Jdr:
Bell:
H.M.JP:
Cochran:
H.M.Jr:

Chamberlain:

H.M.Jr:

Chamberlain:
H.M.Jr:

Bernstein:

Yes.

Has Berle expressed an ovinion?

In the memorandum, as I recall it --
Is he for it or againet 1t?

He doesn't say.

Well, I wouldn't do anything until Berle
saye whether the State Department is for
or against it.

Well, we can take 1t up with him. How
would you feel? If he disapproves 1t,
I suppose --

If he dieapproved 1t, I would be disinclined
to do 1it.

And Af he approves it --

I would be inclined to do 1t unless these
fellows have got some reason here. They
have asked to sit in.

Bernstein?

Well, the course that I had in mind, as I
underetood the thing when 1t came before
the Committee, is that it involved using
American funde to pay obligations which a
blocked country had in Europe and not dollar
obligations, but foreign currency obligations.
The few cases where the problem has come up
or as the general policy had in the past
been considered in the Committee, we were
always reluctent to grant that type of
application because 1t very obvlously meant
a tremendous leak in the whole forelgn funds
control. I think I recall at one time the
Roumanian Minister came in to see Herbert
Gapton and they wondered if they could use
Danisgh assets or Scendinavian assets to pay
for obligations due Roumania and also new
obligations lncurred. We have always been




H.M.Jr:

Chamberlain:

Bernstein:

H.M.Jr:

Bell:

H.M.Jdr:

Chamberlain:
White:
Cochran:

Foley:

H.M.Jr:

Foley:

Cochran:

Foley:
H.M.Jr:

-

against that type of a situation. The only
case where we have listed the buyer was on
o0ld obligations in Bouth America and Latin
America.

Now, before you go any further, aren't they
going to use - aren't the French going to
use part of their own blocked money here?
Yes.

It is & problem of using - whether you will
free the blocked dollars.

Thet ien't what you eaid in the first
instance.

He used the term "American funds" to refer
to blocked American dollars.

But you didn't say that. But it 1s funds
which the French have here which are now
frozen. It i1e & question of our now un-
freezing them to the extent of $800,000
or $900,000.

Around $850,000.

As a beginning.

Well, the service 1e due twice A year.

If you do that, that is a precedent for
similar transactions in other countries.

How many others are there?

There is no telling, Mr. Secretary, where
1t will lead to.

Oh, there 1s on that as far as France ls
eoncerned, because they have only --

But you 1limit it to bonds.

Let Merle finish.
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Cochran:

H.M.Jr:

Foley:

H.M.Jr:

Gaston:

Cochran:

H.M.Jp: .
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It doeen't mean 1t ig wide open as far

a8 France 1s concerned, because she hag
only borrowed on three markets, thet is,
the American market, and we are letting
them use their dollar depoceits here now
to pay the service on loane floated in

this country, of course. Then the only

other two countries in which she has borrowed

in recent years have been Switzerland and
the Netherlande, and there is no chance
of our approving any service into the
Netherlands now, so Switzerland is the
only country left and of these two big
loans, the eervice 1s about £850,000,
that 1s & million 700 thousand for the
year, and then there are some notes out
aleo, but I mean 1t wouldn't run into
big figurees for France if we approved
this.

Thie 1s the other side, which evidently
nobody - maybe they have coneidered it.
By saying no, we are encouraging them
to default.

Mr. Secretary, they are not payable in
American dollars. If they were payable,
if the multiple currency payment clause
was American dollars, I would agree with
you, but they are not.

This money over here is French money,

and they want to use 1t to pay their
obligations and we say, "No, you can't
do1t." The next time it comes to us,
"Well, you wouldn't let us pay Switzerland,
why should we pay youf?"

I think you have to distingulsh between a
Government obligation and a private obli-
gation. Thie is a Government obligation,
isn't 187

Yes.

To Swise Government or Swise Nationals?




Cochran:

Foley:

Gaston:

Foley:
Chamberlain:

Gaston:

Cochran:

Gaston:

Cochran:

H.M.Jr:

Cochran:
Bernstein:
Chamberlain:

Bernstein:

A

Bwiss Nationals.

These bonds may have been picked up by the
Germans and they may have been routed back
into Bwitzerland.

Are thelr terms in Bwlss france or French
franca?

Both,
No, SBwiee francs.

They claim these bonds they want to pay are
bonds which are presented by Swiss Nationals,
is that right?

They haven't been widely distributed. The
issues were taken by a few big banks and
they have been dietributed to just & few
banks.

Of course, we don't know who holds these
bonds.

The Minister states they are all held by
Bwiss and as far as Germane getting them,
Germany haen't permitted investments in
forelgn securities of this type in recent
years. You couldn't get money out of
Germany for that purpose.

By the Minlster, you mean Dr. Bruggmann?
Is he the Swiss Minlster?

Yes.

Wouldn't it be possible ==

If they didn't have the money which to
buy it - they would be unlikely to buy
French securities.

Supposing these securities were also

floating around in Belgium and in Holland
and were plocked up by the invader in those




d 161
- b

areas providing for payment either in

florine or Swiss france. What would stop

them from sending those securitiea down

to Switzerland, turning them over to Swiss

Natlonals, and asking the Swiss Nationals

to present them? We have set up the whole

aystem of security control for the very

purpose of preventing that kind of thing

happening. Securitles that are imported here

are under our licensing control, securities

can't be sold here 1f they are located

abroad, and securities can't be dealt with

here if they have a stamp indlcating they

have been in one of the invaded areas.

] That whole thing is gotten around by sending
the money abroad and allowing all those I

| stolen securities to be presented. I

Chamberlain: That is perfectly true, and then maybe some
will come in. We don't know. The question,
I think, solely, is one of how far you want

- to help the Swlas and accept this possibility
1 e | that may happen.
White: The argument which sounde very speclous to

say thet they need this money to export the
Bwiss franc, they have got more foreign
exchange in gold than any of the other
countries have and they do not need this
amount. That 1s A.

f) B, the question as to whether we are foreing
them to default rests on the assumption they
have no Swiss franc resources. That is a I
very doubtful question in my mind. They |
must have other sources, particularly Swiss
franc resources, because they can deal with I
Switzerland. \

Cochran: There 1s very little trading going on now.
We know they dld choose the dollar and the
currency to put thelr reserves in. I

White: There muat be any number of Frenchmen having |
Swiss francs in Switzerland.

Bell: Don't you think most of the reserves of
’J France are in this country?
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White:
Cochran:

Chamberlain:

White:

HoM.Ir:

Chamberlain:
H.K.Jr:

Cochran:

H.M.Jr:

Yes.
Moet of the reserves?

The argument against it is that - the Cermans
undoubtedly are getting all the exchange they
can in France from the French. If we go
ahead with this, it would give them a further
means of turning the screw.

On the other hand, I question very much
whether the French have any very large

amount of foreign currency. As to that,
I am no authority. I don't belleve it.

Switzerland was one of the most common places
for the Frenchmen to put their money.

Just a second. The feeling seems to run
a little high on this.

It doesn't in my- case.

Would this be feasible? I am just thinking
out loud. Sunposing we say, "All right, we
are goilng to let you use this and we will
release this much money, tut we want you to
tranafer that money in New York to the
Swigs -" Credit Suisee, you see, here, and
then makes the checks payable from there to
the bondholders and so forth. Would that
help any?

It wouldn't go through the Credit Sulsse.
It goes to the Federal Reserve Bank and the
payment is made there on the books to the
acocount of the Swiss National Bank, which
in turn has to pay in one case to the B.I.SB.
a dollar account in New York, because the
B.I.8. ie the paying egent in Switzerland
for this loan. Then they have to work an
exchange transaction and pay Swiss francs
to the holders.

Well, I mean, is there any way of somehow
or other being fairly sure before we start
that this money will flow lnto Switzerland
and not into France?
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Cochran:

Foley:

H.M.Jr:

Bell:

Bernstein:

HM.Jr:

Chamberlain:
H.M.Jr:

Cochran:
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Oh yes, because the transfer is definitely
to the National Bank of Switzerland, you
see, and theilr account with the Federal.

You don't know 1t isn't going right back
into Germany, because these bonds may have
been plcked up by the Germans and sent over
to Switzerland to be presented in Switzerland
for payment.

That would hold true of any dividend you Pay
on any American corporation. You don't know
what American stocke they are picking up.

There is nothing to prevent it. It goes
directly to Germany instead of going through
some other country.

This 18 going just a little fast for me.

On the question of American securities,

which were found abroad, securities which

were reglstered in Dutch nemes, 1t doesn't
make any difference who picked them up,

95% of the Dutch securities were so registered
that no payments are being made other than into
blocked accounts in the Dutch name.

But if a German citizen today wants to go into
the New York Stock Exchange and buy an American
gecurity, that money goes - the earnings of

the General Motors Corporation, if he buye
that, go back to Germany. EHe can do anything.
He oan send money orders or anything else.

That is one of the difficulties.

We talk almost as 1f we were at war with
Germany.

In this case, Mr. Secretary, the loan was
floated only in the two countries, Netherlands
and Switzerland, and the amount which they

are agking now is even less than we calculate
the service ought to be on the portion which
was floated in Switzerland, and Germans haven't
had any money they can put into bonds of this
type. The German exchange control would not
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White:

H.M.Jr:

Cochran:

White:
H.M.Jr:
Bell:
White:

Cochran:

White:

Gaston:
HoeM.Jr:

Gaston:

HoM.Jr:

Gaston:
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permit purchases of securities of this
sort since 1933.

Is 1t our understanding that the French
Government cannot obtain £200,000 --

Nobody saild that.

No, they could take French francs and buy
Swlss france with them, but the Swias do
not want that and since ==

They don't want Swies francs?
They have Swiss francs.
French francs.

Yea, but they can buy the Swiss francs
from somebody else who wante the francs.
They are doing business. They have got
Swies francs in Switzerland --

They have called in their foreign exchange.
If they had that many they wouldn't be
working this way, but that is a very blg
amount. The trade with Switzerland ien't
big now at all. It is cut down & good
deal.

I should think the appropriate way for the
French to handle their funds here is to
reduce 1t by every excuse they have and
thls is a good excuse.

I think that 1s the size of it, Harry.
What 1s?

That any chance they get to utilize their
funds in the United States, they want to
do 1t.

Who?

The French, rather than to utilize funds
that are over there and I think that is
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H.M.Jr:

Gaston:

H.M.Jr:

Bell:

Cochran:

Bell:

H.M.Jr:

Cochran:

White:

HoM.Jr:
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the situation here, but I don't think that
1s conclusive argument againet permitting
them to do 1t. The question 1s whether we
would rather have the funds blocked in the
French Government accounts in this country
or in the hande of Swiss Nationale, to whom
they properly belong.

Are you opposed to thie transaction, Herbert?

No, I would be inclined to do it. But I
recognize the fact that the French will use
every opportunity --

I know what Harry is talking about, but I
think in this case it 1s golng a llttle bit
too far, that is all. I don t know where
you (Bell) stand.

Well, I don't think we have enough information
on the transaction es to where the funds
could come from, but the pressure here is
coming from the Swiss, as I understend 1t,
and not the French.

No, it ie coming from both eides.

I would be inclined to certainly grant 1t.
I don't think you can afford to say Ro.

But nobody has put this up to the State
Department?

Well, the other day you indicated that you
were in favor of it and you were Jjust golng
to consult the President. I didn't think
we were free to do 1t.

I think the Secretary sald that he was
inclined to be eympathetic. That 1s aulte
a different thing from seying he was in
favor of 1it.

‘I still think that where we consult them

on less important things, that we ought
to get a definite yes or no from them.
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We can do that, Mr. Secretary. We supposed
you were taking that to the President.

I am not going to bother him. Supposing
you get 1t up and the State Department, not
Berle as an individual - but if the State
Depar tment will give me an approval in
writing, I will go along; and if slx months
from now when this thing comes through -
the world may be an entirely different
place, but I think we have got to give a
country like Switzerland a little bit of a
break and we are giving them a little bit
of a break.

Why don't you tell them this isn't the
precedent for the payment of the next
eix months.

If this payment is made and if it 1is clear
in our own minds that this doee not constitute
& precedent --

I would say that your next six months' payment
will have to be decided upon by the facte
presented then.

I will take Bell's suggestion that we tell
them that this 1s for once only. The next
time we will take i1t up on ite merits again.

Or any other case.
Or any other case of similar character.

You have got to remember that the Swiss
are right under the guns. They don't dare
to offend Cermany. They have given up
gasoline and food.

They are just like Sweden, and that is why
I am not so moved by the appeal the Swiss
make because 1t may not be in thelr own
intereste.

No, but 1t is awfully hard to say to the
Bwies, "Now, you sre a condemned nation
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and we wipe you off tHe glate."”

Yes.

I had this letter just yesterday which I
mentioned from the president of the Swies
National Bank saying that they had not been
under coercion at any time.

Well, I think it 1 eettled as far as I am
concerned.

The other matter, Mr. Secretary, I wuld like
to take up with you again, is the question of
these remlittances sent over to France, brought
up in a letter thet you got from a person

who wanted to send money to an old lady in
France.

Somebody must have sent 1t to you. I am not
familiar with 1t.

I have taken thet up, and we have a number
of such other cases. I wouldn't recommend
that the applications be made generally. I
Just wanted to call your attention to the
fact that we can have money sent to France
on blocked dollars, as the dollars can be
blocked here, so thet the dollars won't
actually pass out.

Into occupied France?

Well, unoccupled, certainly, and so far as
we know, occupled.

That is another new one for me.

How long that will lset we don't know.

But they will block it here.

We will block them here.

Do the same way we did with the Natlonal City.

Same way we d1d with the others.
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Have you had this up with your Committee?

We had 1t up with the Committee. The
Committee 1s split on it and some parts

of the Committee favor sending 1t and part
not. None of us, I think - I am not fully
convinced on it, but I am inclined to think
that we might allow these payments to go

to France during this confused period

when there is no - when the dollars can't
get out of the country.

Now, I took it up with Davie this morning
at the Red Cross. He tells me for whatever
1t 1s worth that he thinke people won't
die of starvation in France. He thinks,
though - this 1s nothing to pay too much
attention te - he thinks we ought to allow
these individual paymenta.

The State Department has expreseed the
opinion that we should allow these payments
provided we can be sure that the money will
reach the person in France and provided we
can be sure there 1s a reel necessity. 3o
far, our information is that money - we can
be quite sure that the money will reach the
person to whom it 1s sent.

Well, of course - where we are dolng this
thing for Norway, we don't know whether the
money gete there. We are just doing the
250 per family per month.

That 1s all we would poseibly recommend,
$50 for an individual or family.

What are you proposing, Professor, that you
extend the present system of $50 a month
where they have had it over a year %o people
who want to begin sending now?

To unoccupied France. I don't think we should
do it, certainly, to other ocountries.

Just unoccupied France?
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The vrincipal difficulty is whether we
should eend 1t at all., The main point
I would like to get for our people is
a declelon on 1t a0 we can BAY yes Or no.

Have you meny applications?

¥e are holding something over a thousand.
I don't know how many have come in. Some
of those will be taken care of.

That the money will be blocked in this
country?

It can't be blocked in this country at
present.

Germany 1s beginning to tighten up a little
more.

That may end tomorrow and if the end comes
tomorrow, I would be against it.

How do you feel, Dan?

Well, I think I am in favor of it, I
thought that the time we granted the other -
approved the other scheme of remittances

at $50 a month to those people who had

been receliving it over a period of a year,
we were dlacriminating against the other
group who hadn't been receiving 1t but who
had friends here who wanted to remit and

we wouldn't permit that. I think there
ought to be something worked out to take
care of those peonle. They are in Jjust as
dire need as the ones who have been receiving
1t over a period of months.

There is the case of the woman whose American
hueband established a trust in America. Her
son was in the French Army and 1s now a
prisoner and she has no income. She wante

to realize on the trust established by her
American husband, now deed, That 1s just as
appealing as where they have been getting
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remittances. I think You ought to take it
case by case and decide it by the merits
of the partioular cage.

But the real emergency cases fall in that
category rather than the regular remittances,
and I think we ought to get a little more
generous than we have been and where we

have cases like thie which has some merit,

I think we could go through and take out a
lot and reduce the big number of some 5,000
applicatione thet we are behind.

Now, Just wailt e minute. Going back to this -
what I call the Norweglan ruling, how many
cases were not taken cere of where we ruled
for a year or more?

We couldn't tell exactly. We roughly guessed
it might be 25% of the cases.

Why 1en't young Pehle here when they have
these conferences?

We could get him here.
How many did it leave?

The highest was 25% that would be taken
care of,

Under the previous ruling?

I thought we were going to take care of
most of them.

No, I don't think so.

Let's just leave that to one side a minute
and hoer about this thing? I forget whether
it 18 a year or whether it 1s Just - how
do you feel on thie French thing?

You mean this last proposition of sending
the remittances?

Yes.
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I think we ought to do something, I am
in favor of doing something.

Harry?

There 1s an awful lot of pressure and it
1s a little hard to defend our position.
Again, 1f we were - could do it with the
understanding in the Eroup that it applies
only for the moment and doesn't conatitute
precedent, little by little the thing 1s
being broken at various pointe and until
we find out, which I think will be available
within a couple of weeks, exactly how much
is belng paid out in verioue amounts which
we cannot tell yet, I think we ought to
be as niggardly as we cen, but I do feel
that owing to the pressure that there ie
on theee spectacular ceses, that we ought
to be a little more flexible in permitting
the cases to go out for the time being
without any reference to how long we will
continue.

I'm in favor of generous treatment. I mean,
we have thie big accumulation of cases, not
only these but others that are held up by
the whole machinery, and I think most of
the complaints are coming in on this type
of cagse and I think 1t is fair to go ahead
and clear them.

Bernie?

The individual cases always appeal to our
humanitarian instinets, and I think we tend
to focus on the individual cases without
glving 1t all the value necessary to be
Blven to the whole problem. One point that
comes immediately in mind 1a, if you are
golng to allow Amerlcans to send funds to
their relatives or friends in unoccupiled
France as long as the dollars are just
blocked, how can you deny the French
Government its right to use its blocked
dollars in order to help people in 1ts own
unoccupled area? The deolsion that we might
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have to take may be a harsh one, but may |
pe dlctated by other considerations. i
assume that was what was in mind in the
President eaying to eit tight on all the
ecnges except for these exemntions that |
everybody made, |

Now, the exemptions, &8 I understand 1t -- |

Don't be so legalistic, Bernie. Cut it
short. I have got this. I want to hear
from each person.

(Mr. Pehle entered the conference. ) |

The exceptlons that we nave made, we have
taken care of all Americans and we have
taken care of people coming to this country,
even though they are not Americane, and we
are taking care of those who have been
taken care of in the past. The forelgners,
whose situation is critical by virtue of
the invasion, are & problem that have to
be coneldered as a part of the whole aspect
of our reletions to Europe rather than

in terms of necessity.

T still don't know where you are at.

I don't think we ought to grant these
applications.

That 1s what I wanted to hear.

EA?

I am in favor of strict control, Mr. Secretary,
and I think that these exceptlona that we

are making affect the whole policy of blocking
these funds.

You are not unblocklng them.

Well, you are allowing dollars to get into
France.

No, you are not. They ere blocking this, you
seé.
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These particular cases are a type in which
the payments - they will be frozen here.
That may not last very long, but that is

the particular kind of case we are examining.
Somebody is going to glve them france and
take blocked dollars. It is somewhere in
between.

If we were going to release a million dollars
worth of blocked money and let it g0,
wouldn't ask anybody's advice, I would say
no, but as I understand it, what we are
doing is, the Bank of France is providing
the funds.

The dollars that are blocked here, France
pays there.

They are finding the money there and there
is no new money flows into France, 1s there?

No new dollare go to France.

Do you still feel the same? I don't want
to press you.

Maybe I don't know enough about this situation
to express an ovinion, Mr. Secretary,

Did you eit in on the Hational City thing?
No.

Herbert?

I think where the funds can remain blocked
in this country, we ought to examine those
cases and deal with the most appealing ones,
we ought to grant those most appealing ones
of individual hardships so long as the funds
remain in this country.

Pehle, do you want to say anything?

I take it the issue you are discussing le
the transmittal of funds to unoccupled France.
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I think the same rule holds in occupied,
doesn't 1t? The question is, does the
area where france can be made avallable
agalnst blocked dollars, so that the
dollars don't leave the country --

These are individual cases.

Individual cases, §50 a month, $10 for
each child. -

Well, we are already doing that now. Of
course, we are up to $50 a month and £10.

Not for all cases.

Well, for the cases in which they have

been sending in the past. Is the proposal
to widen that out a little bit and including
cages where they haven't been sending in

the past but strictly on a situation where
i1t would blocked dollars only?

Yes.

That is right.

Say that again, because I didn't understand
it

As I understand the present situation, we
have a general license out under which,
whether the dollars are blocked or free,
payment may be made to non-Americans in the
ares up to $50 a month and 210 for each
child, and not in excess of £100 for the
family, but there are restrictions, the
restrictions being that the payments must
have been made over a period in the past

and we do have a hard situation where they
may not have made any payments but there ls
an emergency situation now. In other worde,
they haven't been sending funds in the past
but right now they have to send funds because
other sources of income have been cut off or
because a person is destitute or they are

111 or something like thet. I take it 1t 1s
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that class of cases and only in cases

where the dollars would be blocked.

That 1s right.

I would be in favor of that on an individual
case basis, in other words, not to issue any
general --

Individual case basis,

Yes.

Anyone want to say anything more?

Well --

If you are not sure, you don't have %o express
yourself. Okay. I feel that way. It would
only be for France, wouldn't 1t?

Only for France.

You really haven't had much of a problem
in Belgium and Holland yet, have you?

The Belglan problem, I think --

Conditions have been so confused we haven't
had so many.

I was told the other day that a Belglan had
come over here to try to get help from the
Red Cross to take care of the broad situation
in Belgium. Mr, Pehle will say we have had
very few requests from Belgium, and I wouldn't
try to recommend sending money to Belglum at
present.

You would not?

Because that would go straight to the
Reichsbank.

I think, justte paraphrase what Pehle said
on it, each case on its own merits, where
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the money will be blocked until further
notice, I would be willing to see that
this $50 a month and §10 a month for each
additional child be continued,

Chamberlain: I don't think it will last very long,
Mr. Secretary.

HoM.Jr: That 1s all right.
Chamberlain: The point that is impressing me is that 1t
A would help out an extremely difficult
1 eltuation 1n France during this perlecd
", of transition.
H.M.Jr: Well, until further notice - do you want

to ease up the thing where - just rule
that they have to have sent the money
for a year?

Chamberlain: I think, Mr. Secretary, that we had better
IR not change that rule unless Mr. Pehle has
0 - some objections.

Pehle: If we are not changing that rule, I don't
! quite understand what we are doing. We
must be changing that rule. We are already
allowing funds to be sent over, and the
only thing we are doing now is saying we
are easing up on the rule that they must
b’zj have sent them in the past.
Chamberlain: Only for France.
Pehle: Ies.

Chamberlain: I think we shouldn't change the rule, but
simply let i1t be in individual cases,
issue instructions to your men.

Pehle: Oh, we will take care of 1t.

H.M.Jr: The point I am ralsing, outside of Frence.
Let's take Norway, for instance. I have
been sending money to somebody there for
8ix months. You say I can only send it
o.,.!‘ for a year. Or, I just heard of a friend
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that I want to send some money to.

Ie that golng to be blocked dollars?

No, free. I am Just raleing it.

In other words, you are raising the question
a8 to whether the §50 limitation outside of
the French area should be broadened?

I am just raising it as long as we are here
now.

Do you think it 1s working all right, John?
Well, it doesn't take care of all the cases.
Well, what proportion doee 1t take care of?
The rule that you just agreed to --

Not France.

Will take care of a certain number of the
cases. It 1s lmposelble to tell just how
many that will take care of, but there
will be cases falling outside that area.
Supposeing you do thie: supposing the group
downetairs makes a little study, how many
ocages are tnere pending outelde of France
who are held up because the German part,
the fact that you have to have been sending
for a year, 1s the stumbling block.

We will do that.

And have them send the money for how long?

8ix months.

Mr. Secretary, our applications that we have
been holding will not show that information.
In other words, the person comes 1in and
eays, "I want to send §200 to my niece who
neede some money." He doesn't say whether
he has been sending 1t in the past or not.
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How do you make the rule?

We have a general license that operates
quite apart from the individual licenses.

How do you make that rule work?

By the genersl license. You see, under
the general licenses 1t goes through the
banke automatically and they file reports.
They don't come to us on a specific basls.

But you would have an account of all those
who aren't satisfied by that general rule.
You would have that number, so you wouldn't
know --

We have all the cases that we are holding
that seemed to us not to fall within 1%,
although 1t ien't entirely clear.

We can write back to those fellows and
find out.

Of course, that will tend to stir up this
igseue 8 little bit.

You could go beck through your cases and
see how many would fall outside this area.
I think that is one thing the Secretary
wanted to know, outside the French area.

Yes.

Thet we could tell very easily and you
could probsbly - you might be able to make
gomething of & guess s to how many were
really emergency cases.

Well, I am just raleing the point. I mean
somebody said here that what I call the
Norwegian ruling only takes care of 25

of the cases.

That is very possibly true.

I would juet like to know some kind of &
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report of the people who are writing in
and complaining about it, I mean, how
meny categories do they fall into why
we can't take care of them.

Well, there is a substantisl category of
cases where they have not - I think we
have enough --

Make a 1little study of 1t.
Yes.
Now what elee have you got?

I heven't anything elee to bring in except
to say that we have taken care of the -

I think the French - we have worked out
probably - succeeded in getting them to
glve up some of thelr requests and we have
taken care of them so far as thelr diplo-
matic end Consular expenditures in this
country are concerned. The others we are
holding, and I am trying to get hold of
Berle today. He told me, you know, that
he was going to take it up again and the
matter - that matter will come up through
the State Depar tment by meane of the French
Ambagsador very soon.

Does that clear your docket for today as
far as I am concerned?

That pretty well clears the docket, I think.

I won't ask for anything else.
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September 12, 1940
3:10 P.M.

VEMORANDUM.

At a meeting in the office of the Secretary
attended by Under Secretary Bell, Comptroller of the
Currency Delanc and Deputy Comptroller Uphsm, it was
decided that a decision in the matter of the applica-
tion of the Stoddard-Bohn interests to establish the
Michigan National Bank et Lansing, Michigan, with
branches at Grand Rapids, Battle Creek, Marshall, Port
Huron and Saginaw should be postponed for the present.
It will be considered later at the convenience of the
Secretary.

P:(.,!..W‘C.A.SLL..,..__,,
Preston Delano



September 12, 1940

MEMORANDUM: To the Secretary

Six national banks in Michigan are owned by

the same interests:

1. Lansing National Bank Lensing, Michigan
2, First National Bank Grand Repids, Michigan
3. First National Bank Battle Creek, Michigan
4. First Natlional Bank Marshall, Wichigan
5. First National Trust

and Savings Bank Port Huron, Michigan
6. Saginaw National Bank Saginaw, Michigan

The omners have applied for permission to con-
solidate them into one institution, with head office in
Lansing and branches in the other five cities.

Attorney General Jackson and the Attorney General
of Michigan rule that such a state-wide branch banking
system in Michigan is legal. The State Superintendent of
Banks in Michigan thinks otherwise — and certainly that
it violates the spirit of Michigan law.

This office has concluded that the application
should be approved, except for one circumstance, and that

15 that the matter now has a politieal aspect. A
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vocal minority of anti-branch bankers and anti-chain
people claim that approval would mean that the Roosevelt
Administration was fostering the "big" interests, pro-
moting monopolies, and helping to destroy the small

commnity institutions, Senator Vandenmberg hes joined
L‘ those who claim that the State of Michigan does not want
state-wide branch benking and that we should mot "force®
it on the State.

We do not wish to stir up a false political issue

in Michigan and the country to the possible detriment of
Q) ) the Administration. The alternstives presented are:

(1) Immediate affirmative action.

(2) Postponement of & decision until after the elaction.

(3) Postponement of a decision until after the Michigan
Leglalature has had an opportunity to review

T its legislation on this subject. In this

event there should be immediate public announce-

ment to this effect.

| Pl D t2aie

Preston Delano




| UNGLASSIZIED

TREASURY DEPARTMENT [JF.S
e

INTER-OFFICE COMMUNICATION

oate September 12, 13%0

TO Secretary Morgenthau
AN
M, R, Gocinaa CoONH==

The six reporting banke executed the following tronsactionsin registered
sterling:

Sold to commercial concerms £63,000
F from al £ 9,000

Most of the sales were to cover imports of rubber and tim.

The Federal Reserve Bank sold £55,000 in registered sterling to two
non-reporting banks.

In the open market, sterling remained at 4.031/2 all day. Transactions
of the reporting banks in open market sterling were as follows:

Sold to commercial concerns £12,000
Purchased from commercial concerns £32,000

The Cuban peso, which has shown a weak tendency of late, improved today
to 10=9/16% diecount, as against 11-9/16% yeeterday.

The other currencies closed as follows!

Swiss franc .2278

Canadian dollar 14-1/4% aiscount
Swedish krona 2385

Lira +0505

Reichemark +3995

Mexican peso +1996 bid, .2016 offered

We purchased $51,998,000 in gold from the earmarked account of His
Britannic Majesty's Government.

Another three-month's loan of $50,000 to the Central Reserve Bank of

El Salvador was made by the Federal Reserve Bank of New York today. As collateral,
the Tederal set aside gold valued at $56,941 from the Salvadorean ‘bank's earmarked

sccount, Since August 31, a total of $250,000, representing five allotments of
450,000 each, has been loaned to El Salvador, secured by $284,257 in gold.

NFHAL
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The Pedersl Reserve Bank of New York reported to us the following
ghipmente of gold from Canada:

$50,000,000 shipped by the Bank of Canada to the Federsl Reserve Bank, to
be earmarked for account of His Britannic Majesty's Government.
1,151,000 shipped by the Royal Bank of Canads for account of the West=
minster Bank, Ltd., London, to the Bankers Trust Company,
Yew York, for sale to the U. 8. Aseay Office.

$51,151,000 Total

The State Department forwarded to us a cable stating that the Natiomal
City Bank, Hong Kong. shipped $131,000 in gold from Hong Komg to the American
Trust Company, San Francisco, for sale to the U. 8. Mint there.

The Bombay gold price advanced the equivalent of llg to $34.25, while
eilver in Bombay was unchenged at the equivalent of L4.E7¢.

In London, spot silver was unchanged at 23-7/16d. The forward price was
fixed 1/16d lower at 23-3/8d. The dollar equivalents were 42.56¢ and U2.uly
respectively.

Bandy and Harman's settlement price for foreign silver was unchanged at
34-3/ig. The Treasury's purchase price for foreign silver was also unchanged
at 35¢.

We made four purchases of silver totaling 200,000 ounces under the

Silver Purchase Act, all of which wae new production from foreign countries,
for forward delivery.
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& 3 Lima, Peru. Sevptember 12, 1940. |
e
Ho. I84. |

Subject: Unsuccessful Efforts to Embargo European
Tunds in Peru. .

GONFITENTIAL

UNEL.-S?."IEB

I‘ ..) ™A 2059
A
Gate

' | The Honorable
The Secretary of State,

Washington.

-

5ir:

==

I have the honor to report to the Department the following information
received from the Secretary General of the Ministry for Foreign Affairs
concerning requests from the diplomatic representatives of the Netherlands

» | a and Norway that funds of those countries now on hand in Peru be embargoed.

g Tue Oharge d'Affeires of the Netherlands, in the neme of Queen
Wilhelmine, sddressed a note to the bankers of Lime, presumebly through
the Superintendency of Banks, requesting that the Peruvian banks embargo
all funds owned by individéuals and compenies of the Netherlands. It was
v ] explained clearly in the note that the purpose was to preserve this property

for the legitimate owners, and to meke it impossible for the Germen govern-

ment to obtain possession thereof.

The bankers referred the reguest to Mr. Ulloa (former Minister for
Foreign Affeirs) who acted as legal representative in the case. After
studying the legel asvects thoroughly, he recommended that the banks inform
the inguirer to the effect that there is no legal or political cause for
withholding funds from the legal vroprietors thereof. It 1s understood that

J“"} ® the benks replied that they would malke available all deposits to the legit-

imate owners or depositors, 25 in the pest.
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It was stated that the German Minister protested to the Ministry for
Forelign Affairs against the action of the Charge d'Affaires. The Ministry
for Foreign Affairs ackmowledged receipt of the German Minister's note but
made no comment, and has taken no position with reference to the matter.

The Norwegian Minister in Buenos Aires, whose territory includes also
Peru, addressed & communication to the Ministry for Foreizn Affairs in
which the request was made that the Peruvian government embargo the funds
of Norwegian nationals in order to prohibit their removal by German interests.
The Ministry in this case gc‘s!\awleo'gea receipt of the note, informed the
Norwegian Minister that the total smount of such funds in Peru was extremely
small, and did not take a definite position as to whether the funds could,
should, or would be embargoed.

These are the only cases that have come to the attention of the Ministry
for Poreign Affairs. Both of them were in the intereats of the nationals
of these two countries and not in favor of Germany.

The German Minister has mede no request nor sent any communiecation other
than that mentioned above, according to the Secretary General.

Respectfully yours,

H. Henry Horweb.

711
J6/tp

A true comy of
the signed origi-
nal (i) t.p.
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Tentative Lessons
Bulletin No. 44
September 12, 1940

TENTATIVE LESSONS FROM THE REGENT
ACTIVE CAMPAICH IN EUROPE

HOTICE
Thig drcument ig being piven an approved distribution,

d ditional les gre evailable in the Military In-
telligence Divigign. Its rep: ion in whole or in part
is subject to the provisions of letter TAG, November 15,
1939, AG 350,05 (11-1-39) M-B-M, "Dissemination of Military
Information by the Military Intelligence Division and by
Reciplents of M.I,D. Information".

The informaticn contained in this series of bulletins
will be restricted to items from officlal sources which are
reasonably confirmed. The lessons necessarily are tentative
and are in no sense mature studies.

THE BRITISH INVANTRY TRAINING CEWTER

SOURCE
This bulletin is based upon notes taken by an official
American observer on the occasion of a visit to a British Infantry
training center in June, 1940, The notes were later checked with
the general staff officer in charge of training, British Var Office.
CONTENTS
I, GENERAL.
II. WAR OFFICE LETTER ON POST-MOBILIZATION TRAINING.
III. TRAINING PROGRAMS.
A. Infentry Training Syllabus.
B. Progrem of Specialized Training for Drivers
and Carrier Personnel.
C. Program of Specializod Training for Signallers.
IV, OBSERVATIONS ON TRAINING.
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1. GEFERAL.

The Infantry training center visited was that of the
Oxfordshire and Buckinghamehire Light Infantry. In peace, when
it was the depot of this regiment, it trained recruit replacenents
for the two Regular Army battslions of the resiment and had & ca-
pacity of 350 men, including the non-commissioned instructors.
Since the declaration of war in September 1939, housing for an
additional 1,600 men has been crected, and there nre now approxi-
mately 2,000 mon constantly in training.

Before the war, all recrults cese from the countias of
Oxfordshire and Buckinghemshire, but under present war coanditicas,
they come from seven counties between Buckinghemshire and the Welsh
border. From this area approximately 350 newly celled conscripts
rerort on the fifteenth of each month. EBach new group forns a re—
cruit company and goes througn the first eight wecks' training as
a unlt, There are two of these recruit compenies, each of which
abecrbs a new group every other month,

The training cadre for each company consists of three
officers and about fifteen serpeants, These officers and non—
commissioned officers are picked men, either held back from their
regular battalions or called to active duty from the regulér army
reserve,

During the first eizht weeks, all men receive identical
basic infantry training, but esch is carefully observed and rated
as to his qualificetions or adaptablility for becoming a signalman,
a motor driver, or carrier personnel, If he is selected for train—-
ing as the driver of an internal combtustion engine vehlcle, he re—
ceives eight weeks' further traininz, This additionel pericd is
devoted mainly to practical work in driving and meintenance of
vehicles,

If selected for special training as a signaller or as
carrier persoanel, he receives 12 weeks' additionel specialist
training.

Men who satisfactorily complete the first eight weeks'
basic training but are not selected for specialist training ere
given a second eight weeks' training as riflemen end Infantry mor-
tar personnel, This second period is ueed, in general, for com-
tinuation of the training given in the first eight weeks, with
additionel time and emphasis on certain subjects.

It should be understcod that only the firet elght weeks
are spent in the recruit or intake ccmpeny. All additicnal train-
ing is given in companies or detachments organized for that purpose.

DOONFIDENTIAL
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Signallers trained at Infantry training centers are
destined for service with rifle companies and battalions only,
and not with signal organizations of divisicns cor higher ech-
elons, Men to be used in the latter units are trained by, and
become members of, the Royal Corps of Signels, Signallers
trained at Infantry training centers do not receive radic in-
struction,

Upon conclusion of 16 weeks' satisfactory training
as riflemen, traineess go from training centers to one of the
following groups:

A. Iufantry Orggnizations. Where replacements are
needed, every effort is made to furnish them from the seme ter-
ritorial area to which the organization belongs.

B, Holding Battalions, These battalions consist of
varying numbers of war strength companies, according to the
housing capacity of the cemps or areas (billets) to which they
ere assigned, They are not orgenized or classed as tacticel
units end do not form varts of brigedes or divisions. However,
they do receive training appropriate to Infantry battslions and
brigedes, When first instituted, holding battalions were in—
tended to be reservoirs of trained men for replacements to
existing divisions. Under present circumstences, with invasion
of England threatened, their men go o depleted organizations
returned from France end to home dofense units.

II. WAR OFFICE LETTER ON POST-MOBILIZATION TRALNING.

Quoted below is a recent War Office lstter on the sub—
Jject of post-mobilization training at Infantry training centers.
Reference should be mede to Paragravh III, this bulletin, which
presents a training syllesbus. The letter follows:

"The officer commanding the infantry depot in peace
is charged with the duty of preparing a detailed syllabus for
post-mobilization training. On mobilization, if this officer
is not in command himself, he will be responsibtle to the lieu-
tenant—colonel commanding the Infantry training center for the
organization and supervision of all training.

Dhe depot commander should, in peace, maintain cloge
touch with the affiliated Territorial Army units in order that
he may assess the capabilities of the instructional staff he
will receive frem them, end he should use this information te

CONFIDENTIAL
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the best advantaze. This personnel is due to join him at 2
(M) 4 7 days. I time permite--that is, if the increment is
not formed at once—this Territorial Army personnel should be
put through refresher courses to fit them for instructing in
the subjects for which they have been designated.

"Anti-gas and passive air defense training of all
personnel arriving at the centers will receive immediats at-
tention,

UWith regard to the treining of reservists, prior—
ity should be given to the following subjects:

4. "Provisicn of instructors in driving end main-
tenance. If these sre not aveilable, arrangements must be
made to train instructors either locelly or on command and
ares courses.

B. "Training of drivers of internal combustion en-
gine vehicles and carrier persoanel.

©. "Oadre courses to provide instructore in the Bren
gun.,

D, "Instruction of all reservists in the Bren gun
and antitarck rifle,

WPersonnel of the center should be designated to take
short courses at the various wings of the Small Arms School,
including the anti-gas wing.

"wo motorcyclists must be turned out monthly; one
of these will be trained in the signal platoon, and ome in the
Infantry compeny. They will count against the suthorized
strengths of these units.

"The training center may be required to hold to a
maximam of 12 officers over authorized strengti. These offi-
cers are commissioned from various sources. Arrangexzents
mast be made to utilize them according to their cepabilities,
to prepere t r courses such as signal, etc., snd to give
them techaicel instruction in driving and maintenance, etc.,
as required.”

III. TRAINING PROGRAMS.

A. Infentry Training Syllabus.

This syllebus is used as a guide only. It is based
CORFIDENIIAL
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Men do not fire the service rifle on the 30-yard range until they
are considered qualified on the small bore range.

o When the men graduate to the service rifle range, they
fire a few rounds every few days, rether than the full ammunition
allowsnce during consecutive days devoted only to firing. During
tne 16 weeks' training, each man fires 150 to 200 rounds with his
gervice rifle, Usually only cne section is on the firing line at
any cne time, and each man is coached ‘both by his section leader
end by a specially picked sergeant, an expert shot who has no other
duties. After a man has fired five rounds, the sergesut goss over
nie target with him; it is marked with his name and the date of
firing. The next time he comes up to fire, his previous terget
is brought out, and he goes over it with the sergeant with a view
to correcting errors which have previously resulted in poor shots.

Shortage of standard equipment for training drivers and
carrier personnel is acute. Only two Bren gun carriers and two
army trucks were availeble. Az substitutes, 14 commercisl passen—
zer vehicles hed been purchased, second-hand, and were ‘being used
for training drivers. The instructor said the greatest drawback
to the use of these vehicles was that they all have syncro-mesh
gear changing, whereas no stendard ermy vehicle, except passenger
cers, had this, Men treined to drive with eyncro-mesh gesrs, he
said, strinped and crashed streight gears when they changed over.

Men who heve not reeched & stendsrd of qualificetion in
all subjects at the end of the first eight weeks' training are
turned back to stert over again in all subjects, insteed of ‘being
put in special classes devoted to the subjects in which they are
deficient. If a man has not qualified at the end of the full 16
weeks, he goes back to the beginuing of the second eight weeks'
training, Turnbacks from esch T
heve averaged 12; from each second-pericd company, L

o

Wo tactical training is given at the training center
beyond that of a company of Infantry in extended order. Further
treining it left to the holding battalion or to the organizations
to which men ere later assigaed. 411 emphesis is placed on the
greatest possible individusl training. Thet the British can af=
ford to do this is, of courss, due to the fact that they have many
more men trained or training then existing orgenizations can
gbsorb. Such orgenizations must have the sros and equipment to
give tacticel training to units larger then infentry bettalions.
Witn a1l British troops out of Fraace and with Englend faced with
the threat of Germen invasion, holding vattalions cen be used a8
beach patrols, anti-parachute troops, and persnnne]_ for meny
other home derense PuUrposes.
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The standard of individusl training is very high. Only
about seven men out of 350 fail to reach it aefter 16 weeks, and
this is e tribute to the 15 Regular Army sergeents on duty with
ench company. Most of these men went through the lest wer and have
been either continuously on active service since then or only re-
cently retired. They consider themselves et the prototypes of
the men they are training, and every treinee is the sergeant's
personsl representative in the new army.

The barracks are coafortable, tie mess is very good,
and the development of the men from recruifs to trained soldiers
ig evident in their physique, smartness, alertness, and self-
confidence. It is said that the men average a gain of 1 to 1%
inches in chest measurement and 14 pounds in weight during the
16 weeks.

There are some 60 sergeents on duty. They have separate
barracks with rooms for two, Each room has a wash basin with hot
and cold water, two full-sized beds, two large built-in lockers,

a large table vith reading lamp, and two confortable cheirs. The
sergeents have their own bar end recreation room, which is very
well furnished; their own mess, with first-class china, glass,
silver, and linen, and an extremely good cook. They come in to
dinner polished, preseed, and groomed to the last degree, snd they
sre an impressive lot of scldiers.

Except for the coluan of threes training in the school
of the soldier, in the sectuion, platocon, and company, end in both
close and extended orcer formations is so mch 1ike our own that
it will not be described. The smartness, precision, and onap ob—
tained in every form of drill and instructilon are, however, worthy
of emulation in any army. & ickmess of response to orders iz a
strongly stressed point, Changing of the fuard by men who had
just finished the first eight weeks' treining wonld have done
credit to much older soldiers.

One very interesting platoon was observed et drill. It
was componed of second lieutenants newly ancointed from civil life
with no prior militery training beyond ‘sopething similar to our
R.0.7.C. Among these men were two Oxford imstructors, & well known
barrister, several members of the landed gentry, and the Barl of
Buckinghemshire. They wera being put through the regular 16 weeka'
course, with extra work in the form of officers' courses.

Drivers end carrier personnel are trained in pr.;cncal
driving through heavy traffic snd on all typeo of roads; in prac—
ticsl maintenance on vehicles which ere torn down and rebuilt, and
in theory by lectures 11luctrated with drawings and by study of

CONFIDEFTIAL
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stripped or sectionslized engines, chassis, and electrical and
lutricating systems,

Training in signalling is elmost eatirely practical,
Great emphosis is placed on knowledge of the Morse code and its
transmiseion and reception by any means available, Except for
cless instruction, men slways work in paire, which are changed
esch day.

BOTE

The following information on training in the Eritish
Army has previously beeu published in TENTATIVE LESSONS BULLETINS:

TIB No, TITLE WIS

10 RECOMMENDATIONS OF A BRITISH Remarks on the merits
OFFICER BASED OF EXPERIENCE IN and defects of British
THE SELGIAN CAWMPAIGN equipment in Flenders.

22 ¥o Title (See Peragravh 3) General notes end

recomzendations.

29 SOME ASPECTS OF TRAINING IN Advantapes of training

THE BRITISHE ARHY center method over

training in tectical
units. Necessity for
modifying methods,
although not principles,
of training.
a7 AMAL NOTES ON ORGANIZATION Remarks on troining of
A4D TRAINING OF BRITISH CON- the militia (called wp
SCRIPT FORCES in July end September,
1939, and leter ab—
sorbed by the Regular
army) .

Suggestions for the
U.5. National Guard,
‘besed on British ex-
perience. Actual
rosults of good basic
training, Notes on
doubling The Territorial
Army.

4l
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B GRAY

| (Paris)
| Vichy

k Dated September 13, 1940
Rec'd 10:52 p.m.

Becretary of State,

Weshington.

1 549, September 13, 6 p.m. (SECTION O),.

We have in mind particularly our heaviest borrower the
Gironde whose account and financing it is our idea to

° . continue handling as at present unlees you feel differ—
ently, Please cable us whether this general programme

is in accord with your own ideas, While we will
naturally procesd as prudently as possible in requesting
deposit withdrawals you will realiZe that this may never-
i theless precipitate wninvited withdrawals prior to our

W readiness t0 meet them casily and also that our general
progranme might result in the diminishing or cancellation
of our rediscount facilities which might produce eircum-
stances under which we would have to call on you for
dollars to meet our franc engagements unless we could

readily obtain liquidation through American guarantors

of indrktedness to us of their subsidiaries, We feel
that




AS-2- No.548, Bept. 12, 8 p.m. (SECTION ™O),

fr. Vichy.

that with regard to the two loen =ccounts of Columbia
Films S.A. inasmuch as there ig ne poesibility of repay-
ment by French company you should immediately call on
parent company as guarantor to pay off on October first
francs 2,500,000 maturing on that date and also francs

A 9,600,000 which is carried by Uruguayans subject to repay-
ment under ten daye notice. Buggest your Teplying this

ogble through Washingtonf,

For your inroimation the foregoing is in reply to
a telegram received by Barrett today instTucting him to
reduce franc deposite and frenc acsets of tie Cusranty

Trust Compary

at Vichy, Paris and Le Havre "as rapidly
a8 poseible®. The "Gironde" referred to is French sub-
sidiary of the Texas 0il Oompany.

y (END O} MESSAGE).

MATTHEWS
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3 840,51 Frozen Credits/556 September 12, 1940

The Secretary of State presents his compliments to
the Honorable the Secretary of the Treagury, and transmite
herewith & copy of despatch no, 3219 from the American
Embaesy at Berlin, dated August 22, 1940, regarding the
. request of the Feruvian Legation in Berlin for the
b release of funds held for the account of Peruvian offi-
cials by the American Express Company, Amsterdam, with

the American Exprees Company, New York, New York.

Enclosure:

From Berlin, no., 3219,
August 22, 19%,
with enclosure.
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EMBASSY OF THE

UNITED STATES OF AMERTCA

AIR MAIL Berlin, August 22, 1340,
Yo. 3219

Subject: Request of the Peruvian Legation in Berlin for
the Release of Funds Held for the Account of
Peruvian Officials by the American Express Com—
pany, Amsterdam, with the American Express Com=
pany, New York City.

The Honorable
The Secretary of State,
Washington, D. €.

Siri

I have the honor to enclose a copy of a memorandum
dated August 20, 1940, received from the Peruvian Legation
in Berlin requesting the release of the sum of $21,8L8.43
paid by the Peruvian Congulate Generasl at Hamburg and by
two Peruvian Consular officers there to the American
Exprece Company at Amsterdam, Netherlands, and which sum
is held for the account of the foregoing company by the
American Express Company at Hew York City.

As the Depertment will note, this eum which was paid
in by the Peruvian depositors to the bank et Ameterdam has
been blocked in accordance with the provisions of the Pre-
sident's Executive Order of April 10, 194 (as amended by
the Executive Order of May 10, 1940), and the Regulations
igsued thereunder relating to certain transactions in
foreign exchange, transfers of credits, et cetera, if imvol-
ing the Netherlands, nationals thereof, or persons domiciled
therein, The Department is respectfully requested to trans-
=it the request of the Peruvian Legation to the Treasury
Department in order that a license may be iseued, if per-

migssible under the Regulations, which will allow the American

Express Company at New York City to release the sum in ques-
tion to the Americen Dxpress Corpany at Amsterdam so that

the Peruvian depositors may meke use of their dollar accounts.

The
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l The Department is respectfully requested to inform the Embasey
of the action taken in this matter,
Regpectfully yours,
W A, KIRE

Charge d'Affaires a, 1.

Enclosure:
Copy of memorandum from the Peruvian Legation.

>
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Enclosure XNo, 1 to Degpatch

To, 3219 Dated August 22, 1sko
from American Embassy, Berlin,

IEGACION DEL FERU

EN ALEMANIA

Memorandua
—=lorandusm

The FPeruvian Consulate General in Hanburg
has the following account in USA dollars in the

American Express Company, Amsterdam Branch:

Peruvian Consulate General in Hamburg USL §  633.48
Consul Cesar A, de Paz 19, 554.50

Vice=Consul Federico G. Klinge 2,660.45

Total USA $ 21,848.43

As these accounts have fallen under general
meagures blocking credits in Holland, the Peruvian
Lezation in Berlin would deeply appreciate any step
the American Embassy in Germany would care to take

towards the releasement of the accounts afore-mentioned.

Berlin, August 20, 1340.
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nry.

1 Look, I had at my house last
night Nathan Straues and he wes telling me
some of hls troubles. w he'e got §100
million which he can put into housing for
ou - tomorrow - and I told him to give
you a ring.

P Fine.

H.M.Jdr: Now I e can have these things
finished about four or four and a half
months and he has the choice of doing elum
clearance or thie and I told him for heaven
eakes do thls.

P Yeah.

H.M.Jr: And he can start tomorrow, the plans are
drawn and everything and I'm just calling
you so if he calls you, you'll know what
its about but forget that I called you.

B You bet, Thank you very much, Henry.

omething I figure that you
¥ want over there, ien't it?

t he can put
ection with




H.}

Operator:

Jr

Arthur

Sulzburger:

w

]

=

3

M.Jr:

08 o

Hello.

Mr. Bulzburger.

Good morning, Henry.

Hello, ;\rtnur, I wae sorry I couldn't talk
¥ but I was on the Hill on the tax
bill ell afternoon.

Yes I

neard ycu were having a bad time,
a troublescme time.

Henry, listen, I'1l tell you why I called
you. I met again yesterday for the second
time a young man that I think you should
gEee.

Right.
His me ie Nuesbaum - N-u-g-g-b-a-u-m.

He w a Rabbi in Berlin up to August let of
thls year.

Yes.

He's a man about 32, he'd just finighed his
rabbinicel studies and gotten a Berlin poet
in 1932 when Hitler came in and he'e been
there in that job as one of the leading Jewe
there ever since.

Yees.

most .)Ltracuve ‘omhnb fellow and
ish which he espeaks

I thought hls story wae
some of the things
€ of ‘«nnt the Gestapo had
told 1n as to the ultimate plans for the
Jewe t.ner‘n 1T you were to hear it and if
'Du'“F as reseged, to pass him on to




H.M.Jr:
S:
H.M.Jr:
S:
H.

Cperator:

M.Jr:
Operator:
80} H

8:
H.M.Jr:
8:

I see. 1, now how can I see him Arthur?

What's that?
How can I arrange to see him?

Well, I told him that I would pay his
expenses down. He would very much like to
come down a& qulckly as he can. He has a
post - tl 's the way he got here - he got
one of those exempt visas - I've forgot what
you call them - which Stephen Wise got for
L nd he's got a post away out in

homa and he's olanning to go there. And
d him that I would pay his expensges %o
Washington and after you were through with
him I told Arthur to teke .........

Hello, Hello,
Cperator.

I was cut off,
Oh, I'm sorry. I'll get him right back.
Hello,

Hello, Henry. I was just saying he could

come down any time you want him to, the
sooner the better.

Well, I can see him at 3 o'clock tomorrow
morning.

Right. Now, Henry, another thing. If you
wanted to, he's the kind that you could very

easlly have at lunch or supper.

He's really

an extremely attractlive young man.

All I'm

trying to tell you is thie, 1f you and Ellle

wanted to have him that wa
fascinated, but I think

a little

Well, Elinor ien't here. Do you
nim come to the country?

better hav

Well, he could do that, yee.

, you'd be perfectly
le, that you'd want
more time than an office appointment.

think I'd




HoM.dr:

8:

H.M.Jr:

209

Well .....

Well, listen, on the other hand if you are
interested and wanted to pass him on, that
would make 1t more difficult, wouldn't 1t?

io, because I wouldn't be able to pase him
on right away anyway, I mean, 1t would take
several days.

Yee. Well, if he and his wife could drive -
I could put a car at thelr disposal and get
them up to see you in the efternoon or
something like that.

Well, I wee Just thinking. I don't know
what Elinor's plane are, that'e the trouble.

One thing I can guarantee is that you will
not be bored and that he is very charmlng
and attractive and anybody would like to
meet him.

Well, my trouble ie I don't know what Elinor's
L e you see, Saturday and Sunday, and
you want him to see scmebody else here in
Washington besides me?

Well, yes. I ht that while he was down
there that - I thought that a man like Wellee
for example would be very interested ln see-
ing him and I asked Arthur Krock to arrange
that.

Uh-huh. I don't think Welles ie here.
I see.

I tell you, Arthur, it eounds eilly but I
think 1t'd be easler for me to see him here
tomorrow morning and then possibly I could
arrange to gee him agaln 1f neceesary.

Right.

But I could eee him definitely at the
Treasury at 9 tomorrow morning.




EH

::‘I J.dr
I I

Lf

tomorrow. I'll have him there.

I don't have time enough I'll
but I appreciate your calling

He has told this - Just to give 1t to
you guickly - thet the Gestapo told them
very definlitely that in a Europe in which
Hitler 1s victorious that 4 million Jews,
who are now in Europe, are to be moved to
Madagascar.

I see. Well, that's very interesting.

S

at 9 o'clock tomorrow morning - his
e 1e Husgbaum - N-u-s-s-b-a-u-m.

@ o

0. K., Arthur,

Right, Henry.

Thank you.




B:

September 12, 1940
g:25 a.m,

Hello,

Yes, Hello.

This is Henry talking. You ca d me
yeeterday and I was up on the Hill on the
tax bill.

Well, I don't remember now what it was I
called you about. There are a lot of thinge
that are up in regard to procurement and
there are a lot of things that are up in
regard to other things.

Well, I'm here all day - I'm here tomorrow
if you want me.

Well, the trouble isn't with you, the trouble
is with my memory.

Well, I'm here.

I had a long talk with Hornbeck yesterday
about the Fer Eastern thing.

sending you a memorandum by hand
on the steel scrap which I
sterday. Hello?

Good. I'r
this morn
gave to the Preeldent ¥

Yes,
And I think we're getting somewhere on that.
You think they'll cut an embargo on it.

I'm hopeful now that - they're talking
about.....

watching that. I called up
Maxwell th er day to find out the
eltuation 1 hich it wae and they told me
1t was d up in the State Department, and
then I seked atout it iln the State Department
and they sald that Mr. Hull thought they

Yes, I've bee

ought to take time about it.




H.M.Jr:

-2 =

Well, what they're suggesting doing now 1s
sort of having a - divliding the country up
and saying that Jap can get 30,000 tons

month, but only fr the mclflc coast,
and then giving England and Cenada as much
ag they want.

Yes.

And Leon Henderson, confidentlally, is
eeeing Hull on that today at the Preeldent's
suggestion and Henderson is carrying the
ball and he's quite hopeful.

Yes, well, now one situation to remember in
x‘eeard to the Japanege, on this, your Far
Eastern advisers in the shape of Hornbeck
and m,-self ern in accord that you don't
make anything by appeasement.

That's right.

Nelther of us think that the Japanese are
likely to make a sudden dash at the
Netherlands. They think that that would
expose them - th re very much puzzled now
by the arrangement witn Britaln between us.

Who 1s?

Japan. They don't know what 1t leade to
and thefre funny little guessers - they're
not very senelble some 'Lu*ee - they're very
cautious but they don't know how far we've
gone. Indo-China seems to be stalled for
e 11ttle while. They have not broken the
morale of China yet but they are trying -
they eventually undoubtedly feel that they
muet move down towards the Tuimerlanqe in
oll, but they don't dare do it
ash that will leave thelr
open to ue. They'd prefer to
ng through the French Indies

i g down the peninsula where thelr
army would be solld on ground.

I cee.

212
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But the thinge that Hornbeck and I talked
over were first, a friendly pow-wow
wlth Rusela.

Yes.

The cleavage between Japan and Ruseia is

so deep thet it can't be - y'1ll never
patch 1t up as & permanent thing and Russia
is a very useful check on that and we ought
to be doing whatever we can to keep on
reasonably good terme wilth Rusela.

Well, you know I wanted to talk to Rusela
& couple of months ago. Well, the
Preeldent authorized me to on & j-corner
deel; we buy eomething from Rusela and
Rugeia'c take the money and glve munitlions
to China and Welles sat on it and stumped
it

Well, Wellee doeen't know a damn thing
about the Far East.

Well, I'm Juet

idea a couple of m
Just killed 1t.

elling you that I had this
m he ago and Welles

where wag Hull? Wae he away?

Ne, no, he was here.

Well, you remember in the talk that we had
with the President all together where Welles
and I were, thet I didn't heesltate to
opoose hie views for I don't believe in
them.

Yeah. Well, you and I both.

that's one thing. But the great

Well, poor old P. V. Soong is here and
we cen't do a damn thing for him.

We can't do it with arme, how about money?
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H.M.dr:
8:
H.M.Jr:
EH

S:
H.M.Jr:
H.M.Jr:
S:

-4 -

we can't do

t on money but we could
this ich wes the Preeident's
suggeetion - a 3-corner deal. We buy
ganese, say, from Rusesla - they have

and tons that they've offered ue for

i
&

Well, why in the hell don't we do 1t?

..... and then have an understanding with
them that they take the ney that we give
nese and uge 1t to help the
Now that's & practicel thing

the President'e own suggeetion.

Well, now, I don't think - the State

t now 1s trying to meke up a little
with Germany - with Rueela so what'e-his-name
tells me - Hornbeck.

Yeah, but they .....

I'a try 1t

You mean if you were me.
Yes.

I think I'll mentlon it to Mr. Hull.

do it, I mean, I see no reason -
course, Hull is always very sound but
he's pretty slow.

I know,

And between us we've got to help him move

a llttle because the thnlng - at present
oan ls not going to make any drastic move
le the battle agalnst Great Britain le
ncertaln,

hope that the eventuallty of
successful for Great Britain,
ain on it and if it should
Jepan would take a very

214
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st the
53 pemey Sept. 12, 1940

of Code
War Departasnt 11
London, Filed 12132, Septesber 12, 1940

The Royal Alr Force last night bombed shipping concentratiens
in continentsl ports, Bresen, rallrosd ststions in Derlin, ss well
as other points.

About 500 German alreraft participated in daylight operations
yesterday. One major attack of sbout 250 planes raided the Xemt and
Inland aress, with sbout 30 reaching Lendon, Dover was simltsnecusly
shelled and bombed, Other raids were of a minar nature,

The prineipsl attack last night was on Londen with minor ste
tacks on Liverpool and the Midlands, Some dasage was done in Lenden
but nothing comparable to that of previsus nights due to the heavy con=
tinuous antisireraft barrages over the eity,

The Surrey commercisl docks, the London Docks, the Cemtral
Telegraph office, and & 1al plants st sich, Poplar, Pins and
Camberwell were all damaged, The Southern Hallread lines were blosked
to all traffic frem little north of the Thames River to the south,
The Cunliffe=Owen sireraft factory was set on fire by dive bosbers and
many casualties resulted from & dirset hit on an air rald shelter,

German plane losses were 89 confirmed, 3 probable and 53
damaged, The British lost 28 fighters and 17 pllots, as well as §
eoastal reconnaissance planes, Of the 89 Cermsn planes destroyed,

48 were bosbers, It is estimsted that sbout 250 German alr persomnel
were either captured or killsds There were no British Alr Foree ground
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cepunltien, uﬂu—mm”mﬂmm

Ammmw-“mmum
The cenvoy was undasaged, ul.m.mmh—-'-n
boibod snd danageds The British clalm the sinking of 10,000 tens of
mmunmm. Six French crulsers passed
through Gibraltsr yesterday in & wostward direction,

About 12 transports, of from 1,000-8,000 tons, have besn
ddentified in the harbor st Bremen, They are all sarked with mmbers
Mmmuﬁm-‘ﬁ—ﬂnﬂmdq
wooden rafts and floats en their decks, A1l German ship movesents
eppesr to be taking plase by daylight wnder the protestion of the
Germsn Alr Fores, This may possibly indleste that the attespt st
Anvasion will also be made by day.

In Egypt one Itelisn divisien moved esstward on the 10th,
balting in the Sidl-Onar (Moroees) area,

The morale of the eivilisn populstion of London is exeellent,
although s certaln amount of interferense to normal sotivities arisss
from the interruption of road and rellresd commmications and from the
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£r alr rald ings, which delay work and interfere with the
use of telephonos, Also some people lose sleep owing to the contimual
of or to sccidents such as the explosion

which blew iflss MeCann's bedroom door across the room, The eirculstion
nmmumuumammmum
but more particularly bscsuse of the pressnce of delay astion bembe,

These are a consl muisance b the area in which they fall

“h“dtm;m!
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i
il last might the British resorted to a hesvy sntisireraft
barrage without the use of sserchlights, This had the dousle effest
of dlssouraging low flying bosbers snd of encoureging the publie
thet had seen 14t4le defensive activity during the previeus nights
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' BRITISH EMBASSY,
WASHINCTON, D.C.

September 12th, 1940

PERS (NAL
AND C—

Dear Mr. Secretary,
I enclose herein for your
'] personal and secret information a copy
of the latest report received from
London on the military situation.
Believe me,
9. Dear Mr. Secretary,

Very sincerely yours,

Lyt

The Honourable
Henry Morgenthau, Jr.,
Uni ted States Treasury,

Washington, D. C.

B30 86 T
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Telegram from London dated

September 1lih

ieference paragraph 1,

eub-peragragh #, of yesterdsy's swmary.

There was no salpplag in Calels

rhour;
Gestroyors wers sageged by heavy shore batteries
A and several saots were close. Al Soulogne only

1 amell euxilisry oraft was mel and

probably sunij while returning sa i-Sost was

engaged and demaged.

Light nsvsl forces were agsin oper= )

sting off Freneh and Balgian coasts 1

destroyers off Ostond engaged & steamer, 3
parges snd @ trewler vhich are believed to
nave been sunc.

of the rleet ALr

festerday sirersf
re operating off the Worwegisn cosst atlacked

hit 1 merchant veasel (sbout 2,500 tons.,

ed s small © by nesr misses, sad

destroyed oll elsterps at Dolvik. Oa sirersft
€1 not return.

orvegisn fishery-protection vessel

hes returned o lesland opnd reporis having

2 Oerusa meteorological stations on

ine esst ocoast of Dreenland.
#. Hoysl Alr Forae. Duriag the
Her 9th/l0th direet nits oo

barg




barges snd other targets in northesat Fremen

ports were followed by fir

snd explosions.

ges works at Serlin

ttaocked, snd a violent

explosion resulied.  xtensive dsmsge was osuged

st rall sorting /aslg/ yards st Srussels. Ghip

yurds st lssburg snd Sremen were both sitacked by

several aireraft; observetion wes difficult but
resulis bellieved satisfaetory. dlagle sireraft
slso attscked railway statioms at Cuxhaven snd Kiel.
A gorrected report states thst oaly 1
of 125 bombers was lost.
Yeaterduy Cherbourg serodrome was
attscked and fires were started. In the afternson,

s off Lisppe were

~Boats and merchant vei
bombed. Two i-Boals were probably sunk.

Lest alght 114 bombers were cespatoned.
bjectives were ss follows:

Galais, Ostend and Flushing harbours,
sremen doekysrd, barges and shipplng Soulogne sné

lushing, Brussels serodrome and one other in

delland, Fotsdsm railway statloan, rallwey yards

at br , gun-smplacements opposite .over sad

-Boats and destroyers off Le Havre.
sine-laying was sleo carried out. fwo

rned.

heavy and 2 medium bombers heve not ¥

sdditional reports

3. Qurmss Alr ¥ores.

of Bignt of Jeptesber 9ta/10%h. Cutside Londsa

srea! some fires were started in New Forest bul are

eel vorks near

sot eoricus. Alsst furnages at & ab

Manchester/
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“anchester we

hit bui produetion is mok
affected.

ithin London ares: ihe districts
=here ppiscipsl dasage coourred were Lhe

.ast sod sast Centrel. In two sress loter-

forence %o elegirical services hss resulisd.

ome rious (ires were geused, chiefly in

docks ares, and major damage s done by
incendiary bombs st one other rallwsy terminusj

but on Septesber 10Lh eveaing sll fires in

London region were reported ss uader contrel,
snd fire at Themeshaven as graduslly subsidiag,
one more cisters havin: been extingulshed

during the afteranocon.

terday owing to weather conditions
enemy sirersft opersting singly or in pslrs
garried cut recomnalsssace flights only. Twe
ware ghot down. i\ few bombs were dropped 1ln

suth Coast ares snd one desolished s rallwey

elsetricity sub-statlon.

Last night enemy reiding sterted at

dusk and continued untlil 4:30. .sndon was agein
the objective, where docks and rallways appear

% h

been thelr objeetive. About 120 air-
oraft wers operailing over the metropolis whish
was & litile less than on the previcus night

“nd o

ualitl

are thought o have been ob &

greatly/




00l ares but

11ttle dumsge and no easusliles. in

tie Londoa ares s major fire was esused ia

the lower Bridge, sad clsewhers
1o ine docks hydreulic meiss were buret. One

1s Semporarily closed owing to

the rire in sa sdjoining

fuctory. Unexploded bombs fell 1n &« goods yard,

ires were esused in & tem war i8¢ and &
vimber . Other fires and danege esused was
not « military Dature.

revious ir The fire in the 01ty

vurning snd T8 pumps are lo sctlen.

tlons on Lhe wouth bask

11 install

of ‘nemes estuary have besa exilagulshed

enlng.

. now reporied that on
t n somerset House ané the

hit esusing serious

asugltied.

) g estroyed  Frrobeble

ritish casusliles

ghter destroyed (pilot




5. suipping
8y submarine:
rly tals morning 1 Sritish ship

1 Duteh shi +000 Lons

( vone

wers LorpeGosd in Lhe Horthwes 5
aterdsy morning o Sorweglan wilj

(4, tons | wes bombed and suRk v in

voy. TYesterdsy morming s Britlan ship

(5,800 sons sombed by sirersft

i1les enst of Mauritius.

of 51 ships has srrived.

) of steel, ¥0 of lusber,

1kare.

aat.

y deptesber Pth

, landing

nised transport stern

stroyed on

sireraft

Bnised Lransy

11 our meenines returaed safely. OB

7th three air=

judan. .

n ssrodrome

esafull,

eraft suo
down.

y sirgrafi v

whers on



225

8-

FPalestine. On September Sth enemy
sirereft attecked el Aviv, fires vere started
T. Ler of Sep |
10%h, paragraph 3, sub-parsgreph 8. It is
known that during this ruid the Germsn Alr
Foree had orders to break off their task if

' our fighter opposition proved too strong.




GROUP MEETING September 13, 1940
i 9:30 a.m, .
Present: lr. Bell

Ur, Geston

H.M.Jr:
Foley:
HM.Jr:
Foley:

Gaston:

H,M,.Jr:
Gaston:

H.M.Jr:

Sullivan:
H.M.Jr:
Sullivan:

HolaJp:

Ur. Sullivan

Ir., Chamberlain

lir, Toung

lir. Cochran

lir. Graves

Ur, Thompson

Ur, Schwarz

lfr. Foley

lrs Klotz

I prefer the Sullivan-Foley-Morgentheu button.
That is a good button,

This?

Yes.

That is, you can tell it is a Roosevelt button.
It isn't anything like the Willkie button.

It is rather good looking,

Third term is three stars?

Yes.

T don't like it. Have you (Sullivan) got to
go on the Hill?

Not until 12:00 o'clock.
Then you can rest here with me.
Sure.

Viere you looking for Bob Kintner?

No. He is looking for me.
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Sulliven:

H.M.Jr:
Sullivan:
H.MLJr:
Sullivan:

Huodr:

Sullivan:

HoleJr:

Sullivan:

H.M.Jr:

Cochran:
H.M.Jr:
Cochran:

Sullivan:

H.M.Jr:

Cochran:

-2 -

He is in my room and he said he thought you
were looking for him.

Oh, is he in your room?

Yes.

Is he going to wait there until he sees me?
I don't know.

I could see him for a minute right after this
meeting if he is still there.

All right,

What is he going to do, wait until you come
back?

He came in to see me and then he said he
wanted to see you, or he wanted me to tell
Mrs, Klotz he was in there, in case you
wanted to see him.

Let's see how long this meeting goes. I've
got this Frenchman coming in at 10:00, isn't
it? Isn't that appointment at 10:00?

Yes, sir.

How long will that take?

Not very long.

I will hold on to him until you get through
with that meeting.

Is this just a "hello" meeting?

I hope that is all. I think we can keep him
off anything else.




H.M.Jr:

Thompson:

Bell:
H.l Jr:
Bell:
HM.Jr:

Bell:

HJlLJr:
Bell:
HM Jr:
Schwarz:
H.M.Jr:

Bell:

HJM, Jr:

Bell:

-3 -

Let's do this tomorrow.
I bave nothing,
I have & letter about the Social Security.

I hear we spent it, according to last night's
editorial,

Vie spent it?

Tes. Scripps-Howard just found out we spent
it. Vhat else have you got?

lir. Schwarz sent me a letter addressed to you
from the editor of a little magazine called
"Bond Account" and he wants a statement from
you as to how you are going to finance the
defense program. I think either Mr. Schwarz
or I might answer it and say we can't make
any statements.

Any money in it?

It doesn't say anything about any money.
A1l right.

An advance tip is all they want.

I see.

It looks as if it is going to be a mice after-
noon, so I might play golf.

Around 4:00. How many people around here will
you take with you?

I have got & threesome in the Treasury. I
have got an open end if anybody wants to
volunteer.




HoM.dr:

White:

H.M,Jr:

Vhite:
HM,Jr:
Vhite:

H.M.Jr:

Vhite:

HM.Jr:

-4 -

A1l right; okay.
Harold?
Harry?

You asked for a copy of & memorandum with
regard to China that you might want to give
to Secretary Knox, I think you said. This
is whet you gave to the President. I don't
know whether you want to send that. I took
some excerpts that referred to the particular
problem and mede the memorandum to you.

Oh, yes. Stimson is the man, Secretary Stim-
s0n.

I thought it was Knox.
Vell, thank you.

You will decide which of the two memos you
want, or is that the one?

This is it.

As a matter of passing interest, the British
are having somewhat the same difficulties
about expanding their ermament plants that
have been present in the discussions here.
There is a reluctance on the part of the
menufacturers to increase their plants, even
though they have more orders than they can
take care of, because they are afraid that
they will be left with excess capacity after
the war is over, and there is an increasing
demand that the Government take over the
plants in London. I thouzht perhaps you
would be interested in that.

George?
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Haes: Tou lnow we are getting weekly reports
from the British Purchasing Commission and
now that the other industry reports ere |
every other week, I wondered i you wanted |
\ to see in the - in the odd week, take a
look at the British report,

HM, Jr: Vhat do you think? What does that show?

Haas: It shows more on the British picture than
the general industry report. For example,
you take the type of plane, it will show
how many bombers, how many pursuit planes,
how many trainer planes have been delivered
to date, end how many are on order, and so &

—_— —

on,
HoM.Jr: Tes, I never get that.
3 J Haas: There is a new one just in now. Would you

like to have me send it in? |
HM.Jr: If you please.
Haas: Fine,

H.Jr: Anything else?
Haas: That is all.
HM.Jr: Philip, you look as though you didn't see
the report either. Did you see it?
Haas: He gets it, Vhether he looks at it or not,
I don't know.
- to me. Every once in a while I give you an

Toung: I get it.

HM.Jr: Okay., I would hate to cross-examine you on
g it.y It is like the stuff that Cochran sends

‘ answer.
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Young:

H.lLJr:
Young:

H.M.Jr:
Toung:

H.,Jr:

Schwaraz:

WM. Jr:

Schwarz:
HM.Jr:

Schwarz:

Cochran:

e

On this 10:30 meeting this merning, I would

'like to see you about three minutes before
it.

All right. Anything else?
No, that is all,

Do {ou want to get here two minutes ahead of
Berle?

That is all right, too.
A1l right.
Chick?

Otto Tolischus, who was Berlin man for the
New York Times and Pulitzer prize winner,
came in town last night, He called this
morning end said Mr. Salzberger had asked
him to come in and see you and he would
like to see you today, if possible,

Impossible. I would like to see him londay
or Tuesday.

I don't know whether he is going to be here.
I can't do it todey. Anything else?
That is all.

Professor Chamberlain asked me to mention

a telephone call we had from the National
City Benk this morning at half past eight.
They haven't gone shead with that Spanish
roposition of getting belgas in Spain so
ar, because half of Ehe amount was offered
in currency delivered at lMadrid, which wasn't
what they desired, so they got in touch

with Switzerland, end they find there that
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| the Swiss banking corporation can give them
up to nna_m}.l:l.on belgas, but they have to
make & quick acceptance and --
H.l.Jr: This goes to Brussels?
Cochran: This is for the Brussels and Antwerp agencies,
d HoMedr: Why not?
! Cochran: It is just a question of where to get them,
‘ HMaJr: I don't care. Let her go.

Cochran: Yes, sir.

HM.Jr: That amendment of Senator Brown's on future
taxation on Government, you know, we are in

lj J favor of that,

Sullivan: He didn't say a word about it at the Committee.

Bell: Are we in favor of it, unless they take in
local administration?

HM.Jr: No. It has to be unanimous.

y

T Sullivan: What we are in favor of is the paragraph you
had in your statement before the Senate
Finance Committee in the Revenue Act of 1940.

H.M.Jr: Are we in favor of that?

Bell: Yes. But I thought Brown's amendment - I
just read a comment on it in the paper - only
covered Federal.

Sullivan: That is right.

! H.M, Jr: I am glad I brought it up. What else? How
dl‘ is the old plumbing?

-



H.M,Jr: Did you sweat?

H, Jr: T am around, if anything happens. I go to
Cabinet at 2:00, If you know anything be-
1058 that, give me a little buzz before

Sullivan: A1l right, sir.

A
310 0
i

|
|
Sullivan: Not yet. 1

HM.Jr: Lecording to the papers, they are not goin,
to - they are going to finish the Bath bil%
this morning before they take the taxes up.

Sullivan: Senator Harrison seems to think there is a

A J chance of a vote on this today or tomorrow

v and he is talking about having the Conference
Committee meet on Sunday., I don't think
that they are going to vote on this thing
until Monday or Tuesday, but if they are
%oing into conference that guickly - are you
eaving right after Cabinet?

ﬂ H.M.Jr: My telephone works.

Sullivan: It will be used.

HM.Jr: I am sure it will. Anything else?

Sullivan: No, sir.

H.M.Jr: Ed?

Foley: The British Ambassador signed that letter on

the Rolls-llerlin engines, and here is one for
the Secretary of State and here is formal
reference to Stimson. We have already sent
alp a copy over to General Arnold and Judge
iJ ‘ Patterson and I think they have gone ahead. |

R s




H.M.Jr:

| Foley:

HJl. Jr:

1 Foley:

Hubadrs

; D Foley:

HJLJr:
Foley:

EM,Jr:

Graves:

LY, Jr:

Foley:
r 0 oley

Sioes

-

Should I read Lothisn's letter?

Yes, sir. They kept the original in State,
but here is & copy, They don't say anything
about the two million, beceuse they leave
it to us to fix the amount.

"‘he:,l‘_needn't Imow that I have set up two
million, Are copies of all this in my
office?

Yes, sir, and I em returning these papers,
Here is a little - I don't know whe%her you
want to do this this way or not, but this
letter Feidler sent to me.

I sent it personelly,

I thought you could see Norman and lorman
could ook it over and if he isn't & screw-
bell, maybe they could use him in the Ex-
change Control place.

Isn't Feidler the fellow that ==

He doesn't work for me. This fellow was
over in the Procurement Division and they
let him out when the emergency funds were
exhausted.

Before that goes, give it to Graves. You
(Graves) know about Feidler, don't you?

I know about him, but I don't kmow him.

Just read this thing and see if it should
B0

Isn't there another Feidler?

Yes, he is my man, Bernie Feidler, but he
is no relation to this fellow, This is a

5 |
e @090



H.M,Jr:

Gaston:

HJ.Jr:

Gaston:

HM, Jrs

Gaston:

- 10 -

very peculiar letter he wrote

it is obvious he is looking fcgouy?;l:nﬁl
guess he has been out of work since he
left Procurement, He gives Clifton Mack
as one of his references. I thought Jou
couldn't understand why he wrote you the
letter or what he had in mind, that is
why you sent it to me.

I thought he was your pal, Feidler. Any-
thing else? ) i

Herbert?

I don't imagine you will have en opportunity
to see Captain lleals, the Captain of the
Comanche, today, who has been up in Greenland.

If he is around Monday, I would.

I will find out whether he is going to be
around lMonday.

We have been asked to have & Coast Guard
airplene participate in this dedication
on Gravelll]y Point Tuesday, It will take
off fram Bolling Field and go over and
alight there., They are going to have a
big Army and Navy air show which they
haven't yet ammounced. I presume you will
get an invitation to particigate, but I
imagine you don't want to ride in a Coast
Guard airplene over to the new field.

lo. Vhat else?

We are sending out today the notices to

the steamer, the Penemanian Steamship North-
land, about which I spoke to you a week ago,
to keep out of imericen ports for three
months. They have been delayed because of
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H.M.Jr:

Chamber'n:

HM.Jr:
Gaston:

Chember'n:

Gaston:

HJM, Jr:

Chember'n:

HM.Jr:

Chamber'n:
H.M. Jr:

= ) e

the necessity of getting an opinion of
vhether we could exclude them from the
Penama Canal Zone, end we find that we
can't, The ship is still in New York.

Professor Chamberlain?

I have nothing more than what Mr, Cochran
told you, except ome point, lir, Secretary,
that the - in respect to the narcotics -
Control of Narcoties Board in Geneva, they
want to move them over here, and the Vice
Chairman of the Board, a very old friend
of mine, has taken the matter up with the
Secretary of State and you may hear from
them.

Recently? I heard from them.

Tou heard from Breckinridge Long. I doubt
that he represents a resl ozininn over there.
I think he is wrong about it.

Mr. Gaston and I would like to have a talk
with you before you answer him.

Well, you will get some formal communication,
I imagine, later.

Then you two men can write the answer and I
will sign it.

I would rather see you.

A1l right. In other words, you don't want
me to do anything until I talk to you?

That is what I wanted.
A11 right, fair enough, Thank you all.
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M.I.D., W.D.
September 13, 1940.
No. 193 SITUATION REPORT 12:00 M.

This military situation report is issued by the Military
Intelligence Division, General Staif. In view of the occasional
inclusion of political information and of opinion it is classified
as Restricted.

I. TWestern Theater of War.

1. No ground operations.

2. MAir Force Operations.

During daylight on the 12th the Germans operated widely
over Enpland, using for the most part single planes. Considerable
damage was admitted in southern England. During the night their
planes, operating singly or in small formations, attacked many points
in England, with more activity in the provineial areas and less over
London than on previous nights.

British night operations were carried on as usual over
German-held territory. Berlin was not bombed.

Today the Germans apparently are executing successful
daylight raids over London.

II. lMediterranean and African Theaters of War.

1. Ground Operations.

There are lengthy news reports from Italy that an offen-—
sive against Egypt is about to begin. There is no official confirma~
tion of this but there are some indications that an Ttalian concentra-
tion is building up on the Libyan—Egyptian frontier.

2, Alr activity by both belligerents was on a larger scale
along the Mediterranean Coast. [Elsewhere attacks were sporadic.

III. Miscellaneous.

Russia has reaffirmed her stake in the Balkans by demanding
participation in the control of navigation on the Danube.
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

pDATE September 13, 1940

T0 Secretaery Morgenthau

rmom  B. H. Foley, Jr.

The Department has had under consideration the question whether the
Department should undertake an investigation to ascertain if there is dumping
in the United States of Mexicen petroleum, so as to justify the imposition of
the special dumping duties provided for in the Antidumping Act, 1921.

The facts in the Department's possession at present are that the
Distribuidora De Petroleos Mexicanos, a Mexican concern, importe crude petroleum
into the United States consigned to itself and has it refined and sold on its
account by an American concern, Eastern Stetes Petroleum Co., Inc., under con-
tract with the Mexicen concern. The refined products are sold at the prevailing
price in the area where the products are sold as shown in Platt's Oilgram. The
Mexioan concern retains title to the petroleum until it is sold.

It is my opinion that an investigation st this time would not be war-
ranted. The Antidumping Act, 1921, could possibly apply in the instant situa-
tion only if the price at which the refined products are sold is less than the
foreign market velue in Mexico of the crude petroleun from which the refined
producte ere derived. It is even doubtful that, under the peculiar wording of
the Antidumping Aet, 1921, that statute would be applicable under such circum-
stences. But assuming ende that the statute would be epplicsble in such
eiroumstances, it is ebv;m That it is very unlikely that the refined products,
which ere being sold at the preveiling area price, are being sold at a price
below the foreign market value of the crude petroleum from which the refined
products ere derived.

Upon the basis of the foregoing, it was decided on August 20, 1940,
that an investigation would not be werrented.

It is understood that oil interests have complained to Secretary Hull
that expropriated Mexicen oil is being s0ld in the United States at dumping
prices. I suggest that Secretary Hull refer the complainants to the Treasury
Department, in order that the Department may ascertain if the complainants are

in possession of facts wnimown to the Treasury.
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JR PLAIN

Hong Kong via N.R.
Dated Sevtember 13, 1940

Rec'd 12:05 p.m.

Secretary of State,

Washington.

348, September 13, 10 a,m.

Hong Kong customs duties increased an average of
thirty-five per cent on raw tobacco various categories,
esbout fifty per cent on cigars, sixty two per cent on
cigarettes of Empire manufacture and 77 per cent on other
cigarettes all effective immediately.

Honz Kong 1939 imports of raw tobacco from United

States were over three million pounds valued at about

six hundred thousand American dollars ditto cigarettes
imports value about one hundred thousand dollars.

Further details being mailed.

SCUTHARD

CSB
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TREASURY DEPARTMENT 251
n INTER OFFICE COMMUNICATION
PATE September 13, 1940
70 Mr. White
rroM Mr. Kamarck
ubjects Developments in the Chinese Military Situation (Acconpanying Map)
1. Since the last week in Aurust the Chinese guerrillas in North China
have been carryi out offensive actions to disrupt the planned Japanese
fall offensive inst the 8th Route Army. These attacks which are still

continuing have been fairly successful in temporarily wrecking transporta~
tion facilities around king.

2, s shomn on the map, battles have taken place in the heart of the
Japanese=occupied areas in North China. The guerrillas in one place
succeeded in reaching the coast and cutting the railroad running north
from Tientsin to Manchuria,

nificance of these attacks is as a demonstration of the
continuous bleedi the Chinese are inflicting on the Japanese lines
. of commmication s the Japanese from consolidating or

3. The main s:

extending their hold upen China. It is in large part this predicament
which has retarded Japan i ying out its desire of gathering in the
rich plums of #ke French Indo-China and the Indies.

4+ The squirmings of
Rabbit and the Tar Baby

Japan in attempting to wriggle out from its Brer

£ in China can be best summarized by re-=
calling that the present C the third within a year which has had
as a main policy the end of the China Incident. Also, it may be pointed
out that Japanese conservative papers are now calling for a rapprochement
with Russia — this in a country whose avowed purpose in going into China
was to combat Communism and to prepare for a war against the Soviet Union.




GRAY

(PARIS)
VICHY

Datcd September 13,

Rec'd B8:15 p.m.

Seeretary of Stat

Washington.

557, September 13, noon.
REASURY FROM MAT S,

Today's JOURNAL CFFICIEL publishes the text of a
convention signed on August 25 between Finance nister
Bouthillier and Governor Fournier whereby the Dank of
France agrees to make provisional advances to the Govern-
ment in the amount of 50,000,000,000 francs to be used in

defreying the maintenance costs of the German army of

ocoupation (please sec my telegram 431, August 26, 7 p.m.).

The Bank is to be reimbursed with non-interest bearing
three month Treasury bills and is suthorized to cherge 3
PEr mille per annum for the txpenscs entailed in this
operation.

The Bank of France has after considerable hesitancy
ind uncertainty deeided not to move to Lyons but to maine
tain in Chatel Cuyon for the present such services as are

still there.




L]
1

@) -

AS

GRAY

Baghdad

Dated September 13, 1940
Rec'd 9:03 a.m., 14th

Secretary of 8tate,

Washington.

83, September 13, 10 a.m.

Hairn Transport Company, & British organization,
hae an account With Yenry Schroeder Banking Corporation,
New York, approximately §20,000 which has been frozen
by Treasury Department.
American equipment eseential for maintenance trons-desert

service with Iraq and Palestine.

leaseds

Please reply by telegraph.

KNABENSHUE

Tr.ese funds required for purchase

I recommend it be Te—

STCOR.
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HSH TELEGRAI SENT GRAY

g

September 13, L

1 p. ma

AMERICAN CONSUL

STOCKHOLI

Your 670, Junt 27, 2 Pe Me

Treasury advises license has been issued.

HULL
(FL)

840,51 Frozen Credits/558
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PLAIN
SHANGHAI via N. R.
Dated September 13, 19%0

Rec'd 11:15 a.m.

Secretary of State,

Washington.

913, 13th.

Weekly Financial.

Shanghai cpen market foreign exchange rates slightly
declined last week end due uncertain situation in French
Indochina, but steadied past two days due speculations
uneasiness toward their overbought positions on press
reports of possidle early German invasion of England.
Interbank spot selling this morning around five nine
thirty seconds cents and three thirty three sixty fourths
vence (eross parity of United States dollars three point
six naught five lower than week ago due to aerial
activities over England) having high during week of five
thirteen thirty seconds and three thirty three sixty
fourths and low of five seven thirty seconds and three
seven sixteenths, September delivery same as spot, Octo-
ber delivery one thirty second cent and one sixty fourths

penny lower. Chinese financial circles statement over-

bought position at present more than United States dollars

for
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for million, report merchant import demand slackened
end expect higher rates to prevail in event of actual
German invasion. Other quotations this morning: gold
bars around yuan six one five naught having high during
week of six three two naught and low of six naught
eight naught, Bank Japan notes now higher yen one for

Chinese yuan one point five six. (EMD SECTION ONE)

BUTRICK
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S PLATN
SHANGHAT via N. R.
Dated September 13, 19%0
Rec'd. 12122 p.m.
Secretary of State,
Washington.
913, Thirteenth (SEZCTION TWO)
as compared yuan one point forty a week ago, military serip
also higher due cover for larger imports from yen bloc
countries yen one for Chinese yuan one point four two highest
on record, wel wah cash discount rate two point seven percent
low due to abundance cash, Shanghai customs gold unit for
duty payment purposes equal to hue heing yuan two point
seven nine four or yuan four point eight six two as hua hsing
yuan commands today premium of seventy four percent over
yuan, Central Bank rate gold unit equivalent yuan two point
seven naught seven or United States dollars naught point six
six, Tentsin exchange rates steady five cents and three
eleven thirty seconds pence representing cross parity United
States dollars three point five nine, Tientsin Shanghal
remittance charge five point five percent, Shanghai Tientsin
remittance charge higher due less freight movement from
Shanghsi to Tientsin under new Horth Ohina trade controls
Shanghai




Shanghal remitter pays yuan one naught six naught Tientsin
payee to receive F.R,B. yuen one thousand, Tientsin F.RH.B.
yuan nine one for Chinese yuan one hundred. Other closing
quotations yesterday: Shanghai general stocks slightly
higher average two eight nine point seven one, Shanghai
rubber shares lower average two eight four point three
seven, (END SECTION O)

A BUTRICK

CsB

19

|
U

]
ST




[

B PLAIN
Shanghai via N. R.
Undated
Rec'd 12:10 p.m.
September 13, 1940
Secretary of State,

Weshington,

913. (SECTION THHEE)

Chinese domestic bonds rose to new high early week
since August 1937 with average for consolidation loans
at five eight point one three due preference by banks
and individuals to buy bonds which continue pey six
per cent annual interest on par value or over ten per
cent on market value because business recession at
Shanghai resulting in low returns from other local
investments, however bond prices declined yesterdsy to
average of five six point seven two due profit taking
by speculators, Hong Xong exchange rates fourteen thirty
one thirty seconds pence and twenty two nine sixteenths
cents representing gross parity of United States dollars
three point six one seven five. Shanghai now preparing
for mid sutumn festivel settlement on September 16, owing
to abundance cash and huge profit reaped by business
and industries first half of year debtors are expected
to meet oblizations due without difficulties despite

the sag in economic activities now prevalent in Shanghal.




261

Owing to shortage of currency in Chungking cccasioned

by evacuation of banks and business firms from city to
country districts, Ministry Finance on September 9
instructed remaining benks in city to permit depositors
to withdraw cash in unlimited amounts, maximum amount
previously vermitted to be withdrawn per account per day
being yuan one thousand only. Japanese press reports
North China consolidated tax collections during last year

] nearly six times revemues collected in 1936, last year

total collections amounted to F R B yuan five nine point
four million of which F R B yuan two four million from
Tientsin twenty million from Tsingtac and six million from
ﬂ ; Tangshan, as compared yuan ten point eight million collected
in 1936. Increased collections due for the most part te relatively
low currency value and much higher prices. Press states
note issue outstanding in Manchuria as reported by Manchurian

central bank emounted to Manchurian yuan six eight two point

=

six million at end August this year as compared with six six
three point nine million et end January this year, note issues
expected to increase to nine hundred million by end this year
dus to requirements for financing crops. Inform Commerce.

(END MESSAGE)
BUTRICK
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a} 2 REASURY DEPARTMENT |JF iz
i INTER OFFICE COMMUNICATION L]

DATE Septembver 13, 1940
TO Secretary lorgenthau

B Y __CONFIDENTIAL

Today's traneactions in registered sterling by the six reporting banks were
as follows:

Sold to commercial concerns %101,000
Purchased from commercial concerns & 22,000

The sterling sold is being used to cover the importation of a diversified list of
| commodities.

The Federal Reserve Bank pold %16,500 to a non-reporting bank,

Open market sterling again remained at 4,03-1/2 throughout the day.
Transactions of the reporting banks in open market sterling were as follows:

3 ; Sold to commercial concerns 55,000
1 Purchased from commercial concerns £11,000

Of the %55,000 sold, &54,000 wes purchased by the Red Cross.

The Canadian dollar is still under pressure, and today the discount for that
currency widened to 16% at the close, as against 14-1/Uf yesterday. The current
wealmegs 1s apparently due to offerings, by American insurance companies and other
large institutions, of Canadian dollars received from the September 1 redemption of
& Dominion of Canada bond issue. The offerings have not been very large, but owing
to the extreme thinness of the market, they have had an apprecisble effect upon the
rate,

-

The Cuban peso, whose downward movement was checked yu-teré;y, Bxpnriela.ceﬂ
another improvement today. It moved from a discount of 10-9/16% to 10-3/16%.

The other currencies closed as follows:

]
3 Swiss franc L2278-12
g Swedigh krona .2386
n Lira .0505
" Reichemark «4000
Mexican peso .1996 bid, .2016 offered

| Ve purchased $1,97%,000 in gold from the earmarked account of the Bank of
1 Mexico.

s
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l The Federal Reserve Bank of New York reported to us the following shipments
of gold from Portugal:

$3,020,000 shipped by the Bank of Portugal to the Federal Regerve Bank of New York,
to be earmarked for account of the Bank of Portugal.
61,000 consigned to the Manufecturers Trust Company, New York for account of
Les Fils Dreyfus, Basle, Switzerland, for sale to the U.S. Assay Office
at New York.

$3,081,000 Total

The Bombay gold price was equivalent to $34.13, off 12¢, Silver in Bombay was
again unchanged at the equivalent of L, &7¢.

1 In London, spot silver remained at 23-7/16d, while the forward price moved
off 1/84 to 23-1/4d, The dollar equivalents were 42,56¢ and 42.22¢ respectively.

Handy and HEarman's settlement price for foreign silver was unchanged at
34-3/4¢. The Treasury's purchase price for foreign silver was also unchanged at
35¢.

Ve made four purchases of silver totaling 300,000 cunces under the Silver
Purchase Act. Of this amount, 200,000 ounces represented sales from inventory by
L @ one of the refining companies, and the remaining 100,000 ounces consisted of new
production from foreign countries, for forward delivery.

1
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-2/2657=235 HaToDe,MeDs
Tentative Lessons
Bulletin Nos L5
September 13, 1540

TENT&ILI\"S LESSCNS FROH THE
ACTIVE CAHPAIGN TN EUROE

CENT

Tellipgence Divis T ep otio! part
i5 subject to the provisions of letter TAG, November 15,
1939, AG 350.05 (11-1-39) l=3=M, "Dissemination of Military
Information by the Military Intelligence Division and by
Recipients of lfaI.Ds Information".

The information contained in this series of bulletins
will be restricted to items from official sources which are
reasonably confirmed, The lessons necessarily are tentative
and in no sense mature studies.

A =

ISH MACETE GUN

SOURCES

The information contained in this bulletin ceme from
official American sources late in June and early in July, 15L0.
It is based upon & wvisit to a machine gun training center and
conferences at the British Var OfTice.

CONTENTS
I. GENZRAL,

II. TRAINING PROGRAISe

A. lachine Gun Training Center Syllabus
B Specialized Training

II1. OBSERVATIOHS Off TRAINING.
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1. GENERAL.

British machine pun training centers ‘;rn%‘n not only machine
gunners, but elso the motor drivers, range takers and signallers
who serve with machine mumn orgenizations.

The training cadres consist of Regular Army officers held
back from their organizations or recalled from recent retirement,
and specially gualified Territorial and Reserve officerss Non=
commissioned officers are eitler active regulars or ex-regulars
recently retired to the Reserve.

Training schedules are based on a working week of Ll periods,
each period being three-quarters of an hours

At the end of the first eight weeks? training, identical for
all recruits, men selected as drivers, range talkers, and signallers
are sent to separate training units at the center. The total time
of training is 16 weeks for all men except signallers, who complete
20 weeks,

# Tn the British frmy, ranpge tekers determine ranges
vith the use of the 80~om, Darr & Stroud Infantry
range finders
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Be Specielized Tra.

l. Drivers of Intermal Combustion

e Vehiclea.

’ It will be noted that & lump sum of 210 periods is
allobted in the foregoing syllabus to drivers for driving and maintensnce
The breakdovn is as followss

Practical Driving Instruotion - - = = = = = 50 periods
Practical laintenance = = = = = = = = = = = 55 periods
lectures and Theoretical Imstruction = = = 105 wrlods

Total = = = = = = = TI0 periods

e Takerss

The sum of 120 periods allotted in the syllabus for
instruction in range taking is broken dovn into five stages, Bach stage
covers a given mumber of days and includes hours allotted for both
lessons and field exercisess

The last half hour of each day's work is devoted to
working out the day's results, revision of all previous work, and short
talks on impertant subjects.

The stages are as follaws:

2 Hourse
Introductory Leoture 1
General description - packing and un=

packing (Lesson 1) 2
Care and clesning (Lesson 2) 2
Setting up instrunent and foousing

(Lesson 3) 1
setting colncidence adjusting scale

(Lesson 6) i
)aking ooincidence (Lssson li) 2
Telving adjustment (Lesson 5) 1
Taking ranges T

be Seoond Stege, (A

aj to day's results

(1esson 7) 1
lmling range cards (Lesson 11) 6
Teling ranges in rain and shimmer -

Tesson 1
( 3) =

Teking ranges




| ¢e Third st

Coincidence on diffiocult objects
(Lesson 12)

laking range cards (Lesson 11)

Calculation of consistency (Lessen 10)

Tnking ranges

ds Fourth Stage, (About Six Days,)

Coincidence adjustment = nown range

(Lesson T)
Coinoidence adjustment = Infinity
. (Lesson 1
1 Praotising adjustment of unlmown
1 instruments (Lesson 7) L
Amnual test practice [
Practise adjustment on known ranges
(Lesson T) 2
Practiso adjustment on moon and star
(Lesson 2
Practise mdjustment on lath
(Lesson 9) L
f Astigmatizer test 1
A J Test of lath 1
Taling rang 8
e Fifth Stage, (Abo
Use of cover and positions
(Leeson 15) 2
Tak: ranges to moving objects
J (Lesson 1) 3
n Field duties (Lesson 16) 10
Taking ranges 15
Test of elomentary training (during
hours of taking ranges in this
period)
Total 20

3s Sipallers,

tra.

Hours

LR

he luap sum allotment of LOO periocds
of signallers is identical with
Tentative Lessons Bulletin Mo. L
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hine Gunners,

. Very thorough individual training in the mechanics of the

gun, cleaning, disassembling end nssembling, and olearing of stoppages
was given, but not emough firing, Firing prectice is restricted to a
30-yard renges It is expected that when men join machine gun organiz=
ations after leaving centers, they will have had full range practice
and combat firing problems; undser present conditions it is extremely

I doubtful whether they dos The impression was crsated that tactical
training was based too much on the use of machine guns in defensive,
static, or trench type warfare, and not enough on offensive employment

i in a war of movemente

Be Drivers.

Very few military vehicles were available and nearly all
training was on commercial vehicles, purchased second-hand. This may
be satisfactory so far as driving is ooncsrmed, but it is not good for
the study of maintensnce, ongines, chessis, lubricating, fuel am ignition
systems. There are considerable differences in these on commercial and
military vehicless

v Cs ‘Eetigd THUSTSE
Very thorough instruction vas given, and trainees seemed
proficients
De Signallerss

Trainees seemed to be especially interested in signallinge
Proficiency in lMorse code and abiliby to send end recelve it by any
means aveilable are stresseds After the first olass instruction, all
practice is done between pairs of men; these pairs are changed each days
Tse of the Morse code by lamp snd buzzerphone is given more importance
than by other meanss Io radio training is given. otorcycle despateh
riders! training is considered highly importants

g r——

Note: A summary of information on British treining published
previously in this series is to be found at the end of
Tentative Lessons Dulletin Nos Llis
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1 6-2/2657-235 #.1.D,, W.D.
Tentative Lessons
Bulletin Mo, 46
September 13, 1940

TENTATIVE LESSONS FROM THE RECENT
ACTIVE CAMPAIGN IN EUROPE

NOTICE
This document is being given an approved distribution,

and 1o sdditional covies are available in the Military In-
. telligence Divisjon. Its reproduction in whole or in part
1 is subject to the provisions of letter TAG, November 15,

¢ 1939, AG 850,06 (11-1-39) M-B-M, "Dissemination of Military
] Information by the Military Intelligence Division end by
Recipients of M,I.D, Information",

T

information contained in this series of btulletins
will be restricted to items from official scurces which are
reasonably confirmed. The lessons necessarily are tenta-
tive and are in no sense mature studies.

INFANTRY IN THE BLITZERIEG
SOURCE

The following article was published on August 2, 1940, in
Militarwochenblatt, Berlin, a highly reputable military magazine.

The essential idea contained in the article - namely, the supremacy

A of Infantry in battle - has been confirmed by all euthoritative in-
o] formation st the disposel of the Military Intelligence Division.

DIE INFANTERIE I BLITZERIEG
by Lieutenant-Colonel Ebhn I
"The catchwords blitzkrieg and new tactics, which our

enemies have adopted and which we, too, have quickly accepted, seem
to have given rise to a wholly false conception in the minds of many
people. It is time to analyze these terms in order that the valuable
experience gained in previous wars may not be lost, that we may be
guided by new experience gained in the present war, and that the
victories won by en ingenious command and well trained troops may not
be minimized through the belief in a miracle.

"When all the national political forces available are con-
centrated in the hands of an ingenious command capable of changing

|
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I its decisione and glad to assume responsibility, and when these
forces a:‘s fully utilized, even a strong enemy army cannot prevent
it from winning victories. This is not a new phenomenon in the
history of the world, and there are meny examples of it. Neverthe-
less, examples of military and political successes like those of
the present war have been rare. They are based upon no seeret, but
rather upon the union of a strong nation under a single will in com-
batting democratic, disunited and decadent nations.

fCur enemies have applied such catchwords as blitzkrieg

and new tactics to these victories and have thereby tried to imply,
in order to conceal their own military failures, that we were using
some secret force. The soldier, however, must not allow his clear

» vision of what is necessary in & war and of the causes of success

l or failure to be dimmed. He does not fight with catchwords; he sees

I to it that troops are well trained, that all arms cooperate, and that
all are fully utilized in combat. A test should be made on a larger |
scale in order to see whether we are employing secrets and have
thereby wrought incomprehensible miracles, or whether we have mere-
1y been on the right track and bave won our succesees like honorable
soldiers.

"In studying this question we can take as a basis the
Q ) following principles from the tactics of the combined arms. These
principles are probably defined as the objects of training in the
military regulations of all countries:

1, "The object of £ll arms is to allow the Infantry to
reach the enemy while still in possession of sufficient firing and
attacking power to bring about a final decision.

"Great importance is attached to the Infantry in our

! frmy with full kmovledge of the principle on which the good old

i German military ideal is based; namely, that the courage and ef-
ficiency of the individual soldier is the decisive factor, regard-
less of the technique employed. The Infantry constitutes the main
arm, and is supported by all the other arms, which try to see to it,
as far as possible, that the Infantry is able to engage in close
combat against the enemy with itse strength impeired as little as
possible, If our aviators and tanks have succeeded during the
present war in utilizing this tactical principle to such good ad-
vantage in meny places that the Infantry has often encountered an
already crushed foe, this merely proves that our troops of all arms
have been properly trained end not that the importence of the In-
fantry's missions has diminished.

Whe bulk of the Infantry must rely upon the cooperation
of the Artillery; the various engagements in Poland end the decisive

CONFIDENTIAL
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aLFacks upon the Weygand Line * and the Maginot Line have demonstrated
this fact. They have also proved that the eneny's last resistance
mist be broken, ae hitherto, by the Infantry, and that in the last
hundred meters of & charge the Infantry must accomplish this result
L}nal.:led a:_]d solely by force of its own weapons. The Infantry, rely-
ing upon its own power, was comscious of its stremgth just as it was
during the World War, and it won a victory by employing new strategic
methods, In conformity with its miesion, it bore the main burden of
the struggle and proved to be Queen of the Battlefield.

2. "A beaten enemy is relentlessly pursued, and each man
gives every ounce of strength that he has in accomplishing this pur-
pose.

"The attacking troops keep at the beaten enemy's heels;
no weariness, however extreme, can cause them to give up the pur-
suit. During the pursuit, the tanks, aviators, and fast troops de-
velop the tactical success into a strategic one. Nevertheless, the
Infantry also contimes to take part in the pursuit, and it must ac-
complish great feats, as the present war has shown once more. It
presses forward relentlessly and is not afraid to lose temporarily
the previously close support of its neighbors in order to prevent
the enemy from msking a new stand. This necessitates bold and de-
cisive acticn on the part of the subordinate commenders, who can usually
count only upon their own resnective units and must wage the combat
without relying on the assistance of their neighbors. It is perhaps
in just this kind of combat that we have shown ourselves strongest
during the present war.

"4 consideration of the principles just described will show
very plainly that troops had been adequately prepared and trained for
combat. In accordance withthe missions assigned them, all arms have
supported the Infantry so fully that in many cases the ideal of en-
abling the Infantry to reach the enemy with its stremgth still unim-
paired was almost completely attained. Only thus is it possible to
explain the almost incredibly emall losses as compared with those
oceurring during the World War. Nevertheless, it should be stated
that the endurance and tenacity shown by the Infantry during the
World War, end again in the present war, was the decisive factor when
it was opposed by an eoually tenacious enemy. Therefore, when initial
successes were swiftly developed by the comuand into strategic
successes, there cccurred through employment of all arms a pursuit of
the enemy unvaralleled in the history of the world, and the commanders
of even the smallest units were glad to assume responsibdility. It
was this fact that was new to our foes. They call it blitzkrieg and
talk of our secrets. To us this quick success was due to our train-

* The Weygand Line is the line of the Somme and the Aisne. G-2.
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ing, but it cennot cause ue to overlook the basic importance of gen-
eral principles in combating a tenacious ani obstinate foe. The
great successes obtained by all arms group themselves about the vic-
tory of the Infantry, which, as the principal arm, overcame the enemy
man £o men, and thus triumphed over his technique,”

' CONFIDENTIAL

4.




274

rarephrase of Code Cablegrem Recsived at the
Wer Department Lil2 pemey Jepts 13, 10

Lenden, Filed 14125, Septesber 13, 1940

During the day of Ssptesber 12 the Reyul Alr Porce sent out
L, reconnadssence planes, OJuring the night of the l2the13%h & total
of 4O bosbers attacked Brusssls and Snden without plane casualties.

luring daylight of the 12th approximately 50 German airersft
flew over Ungland, There was & marked increase in the mmber of recon~
naissance planes, especlally over the south md southsast aress, Other-
wise sotivities wore om a redused scale. During this peried the enesy
had one plane destroyed and three d, whils the British had no losses,

a—-mmum--—uwu-n-n-.'
consisting mostly of single alrplenss over Liverpecl, Seuth Nales, and
the west idlends, Other planes operated over Kent snd Jussex, while
four flew from eppe te Londen, Germen plane losses were three cone
firmed snd four dsmaged, There were no British losses,

There was no damage to military installatisms, In Tunbridge
salls & hospital, s warshouse, and the locel hesdquarters of sn imsrisan
asbulence wit were all wreckeds Hellrosd lines were blocked at Reading,
Slackpool snd Banbury, In the Lenden ares thres railroad lines were

\ously dssaged, an impertant hone exechange was end
operators killed, a large peper mill burned, seversl prinelpsl roads
wore hlocked and water mains broken, Civilisn casueltics amounted to
168 llled and 689 injured.
ounnnmﬂo-:l-!jﬂr_“ﬂ-

T
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e 141

Hﬂ QJ1 b .. 52009 (9/21/58)

Dritish Wlitary Intelligence consider \hat ensay plans
. for invasion are now esmplets, The Secrstary of State for Wer and
the Intelligence Sectlon of the Home Forees believe that the next
weal will be the critiesl pariod, They conslder it probsbtle that the
German invasion will bs along the axis of CalalseDover--london shere
the invading forees will be exposed to the hasard of & sea voyage
for the least possihle time,

The public morale is sound, Industrial plants are gedng
I &t full blest, Ous to a modificstion in the system of alr raid
warnings werkers do not take cover until bosbers are in sight. A
bosb which fell in Gecford Strest has just passed over this affice
(& pena)s The bosber evidently glided in, There sre several delayed
sstion bombs in the grounds of Duskinghsam Palace, The King says that
he will stay wntil he is bosbed out. Two 100-kg, boubs missed the
undersigned last night by sbout 150 feet,

A considerable mumber of the heavisst types of 4 Ly
] artillery has been sdded to the defenses of Lendom. 3eme of it Lis on
mobile and rellwsy mounts and soss on naval vessels in the Thames,
There is ovidence thet firing is being carried cut with the newsst
w-ammwum-mme
all groups of sstiaireralt artillery, Dafinite sky areas have been &=
uwumnﬂ-lﬂuarmuﬂnﬂm_ﬂn
effective during the last few mights. It s reported that about 8,000
mmmmmmmdwm

mumw-dm:nnm-dwm.m

-
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&re now belng used betwean Festainster and koalwich ot & ZO-mlmute
sorvice,

The Intellisence Sestlon of the Homs Porees stated tedsy
that there was no dowbd bub that the enexy was attespting to eut the
1ines of commmicstion from north to south a8 & prelimisary to

Anvasion,
123
Coplee to1 Genaral Fatson
Seeretary of Wer
of Treamry
. ’ :::ﬂm-tnr
Chdaf of Staff
oHI
WPD

l‘ Fran¥lin D. Roosevel? Librar§
DEGLASSIFIZD
BeD DIR. szco.0 (s/2/58)
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0"1 Paraphrase of Code Cablegram
Received at the War Department
[ at 13148, Septesber 13, 1940

Rome, filed 19140, September 13, 1940.

! There is sn wnconfirmed report that in conjunetion with
| a German sttack on Oreat Britain an Italien sttack impends against
the Dritish fores in Egypt. , |

28 i (U —————

l ﬂ;lrﬂﬂlmm“‘-m“m
installing new motors in their standard pursuls planes. These
motors have an additiensl 100 h.p. and maximm speed at critiesl
altitude is ineressed to 360 m.p.h. On Oerman request two squadrons

¢ from Rome plus additionsl wiits from the Twrin area sre lesving fer
the narth of France on 18th Septesbar, A seperate source which is
considersd relisble reports that in order to relieve the shertage
of German pilets, & large nusber of Italisa pilots are being sent
) to Cermany. ‘
il nitl

State “,“"” Fronklin D. Roosevolt Library
4 Secretary of Treaswry RECLASSIFIED
g 000 DIR. sz00.0 (9/27/68)
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e of affairs, as far as we
/e been declined ....
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The Swedish Minister presents his compliments to the

Honourable the Seeretary of State and, with reference to previous
verbal representations in the State Department, has the honour to
rejuest the kind assistance of the Secretary in the following
matter:

Negotiations have been conducted by the Swedish Air Force
Commission and the United Aircraft Corporation of East Hartford,
Conn., looking towards a contract for the sale of manufacturing
rights of the Twin-Wasp airplane engine in Sweden. By a letter
deted July 19, 1940, the United Aireraft Corporation informed the
Swedish Air Force Commission that they had been informed that the
U. 8. Government was opposed to the company's negotiating or
closing any contracts for the foreign sale of wmanufacturing rights
of aireraft engines which they manufactured. The nezotiations
Tfor the sale of the manufacturing rights of the Twin-Wasp engine
in Sweden have, therefore, been broken off.

The type of engine in question is already fairly old and of

a power that prol 1y will not suffice for use in modern military

airplanes of the United States. Furthermore, if the manufacturing
rights should be granted, it will be a long time before the first

ines could be completed in Sweden. The granting of the manu-

facturing rights does, consequently, not involve any release of

military secrets.

The Swedish Government has placed large contracts with
Swedish mirplane menufacturers, all of which contracts are based

on the use of engines to he',urcu.sed in the U.5.A. Contracts

for these engines have been placed, but the essary export

licenses have recently been revoked.




™

L

The granting of manufacturing rights for the Twin-Wasp engine

would be help in overcoming the difficulties which the

Swedish Government are now facing through the revocation of all
the export licenses for airplanes and engines.

Acting upon iunstructions from his Government, the Swedish
dinister begs leave to ask the Secretary of State to be good
enough to approach the proper branch of the Americen Government
in order that the necessary authorization may be given to the
United Alreraft Corporation to enable them to make a contract
with the owedish Air Force Coumission for the sale of the manu-
fecturing rights in Question.

Washington, D. C., August 26, 1940.




EXCERPT:

Negotiations have been conducted by the Swedish Air’
Force Commission and the United Aireraft Corporation of
East Hartford, Conn., looking towards a contract for the
sale of manufacturing rights of the Twin-Wasp airplane
engine in Sweden. By a letter dated July 19, 1940, the
United Aireraft Corporation informed the Swedish Air Force
Commission that they had been informed that the U. 5. Gov-
ernment was opposed to the company negotlating or closing
any contracts for the foreign sale of manufacturing rights of
aireraft engines which they manufactured. The negotiations
for the sale of the manufacturing rights of the Twin-Wasp

engine in Sweden have, therefore, been broken off.




September 13, 1940.

2 éncls.

My dear Mr. Secretary: ‘

As I understand that you have not seen my two letters
to Mr. Sumner Welles with the attached memoranda, I venture to

enclose them here in the hope that you will find time to read

them, as they contain a more complete picture of the situation

about our licenses than the one I gave you orally this morning. |J

Very sincerely yours, !

Ltbeie

Hon. Henry Morgenthau,
Secretary of the Treasury,
Washington, D. C.
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August 7, 1940.

My dear Mr, Welles:
“With refarence 1o our senversation én Friday'last, and

to lh “Hﬂlﬂ 4 ‘m 'hlnlld to you, I beg to enclose an

uﬂ--—nlr- -nt-nu.ng 'details of Swedish purchases of war

material
£ ‘hopa ‘may be useful as a basis for our discussion on Fridey.

i the U.S.A., wholly or ‘partly outstanding, which

You will find that most of the contracis have been running
for » considerable time. They have, without exception, been
entered into with the full knowledge of the U.S. Government,
and in many cases with the aotive coopsration mud aid of the
0.8, Army and Navy suthorities, Relying on declarations of
poliey by the U.S. Governmant in regard to foreign purchases
of war materials and the community of interest which seemed
to exist between our two countries, the Swedish Government
largely based its re-armament program, particularly in respect
of air equipment, on orders which it placed in the United States.
1 have mo hesitation in saying that a sudden reversal of poliey
on the part of the U,5. Government would have & very serious ef-
feot on our defense plans.

Whatsver further study may prove necessary in regard to
saterials for which licenses have not been granted, I trust in
any case that mo diffioulties will be placed in the way of de-

livery of orders for which licenses are in force, for instance,

the undeliversd part of the contract for sirplsmes under lice
number 4300 and the contraots for airplane motors. None of thi
1icenses have, as far es I know, been revoked, end to judge by
informetion received from the State Department regarding ship-
ment of other war materials for which licenses have been granted,
26 further forualities would seom to be required befors shipment

is effected.

For rea

D.




- 'Por:reasons which I have just menticned, I have not included
in the Alde-memoire any information concerning two contracts for
small arms ammunition and s consignment of detonater fuses for
depth charges, moquired from the U.S. War Department es obsclete
York

material.. It is true that the Collector of Customs at
refused clearance for e Vessel on which some of the small arms
ammunition and the detonator fuses were loaded, and the consign-
ments in question wers discharged before the vessel was ellowed
to sail.

I presume, however, that the Collector acted -nr.um. full
¥nowledge of the circunstances and, in view of the mssurences
since received from the State pop.rm'm. the consignments will
be shipped in another steaper, and I trust that the Customs
suthorities will, by that time, have received necessery instruc-
uoi;-' to allow the shipments to proceed.

Yours very truly,

W, DOSTROM
Minister of Sweden




LEGATION OF SWEDEN
WASHINGTON, D. C.

AVSEERIFT

Alde-memoire

A contraet providing for Aelivery of 24 1ight bombing planes
was signed by the Swedish Air Force Commission with Republic Avia- 1
tion Corporation on October 11, 1939. A license for the export of
the planes ordered under this contract was granted on Decamber 29, ,'
1939, (license mo. 4300), and has mot to the knowledge of the Swedis:
Alr Yoree Commission been revoked. Two of these planes have been
shipped to Sweden and the remaining 22 are either now ready, or will
shortly be ready, for dslivery.

" fwo additional comtracts for delivery of 28 1ight bosbing

* planes and 80 pursuit planes were concluded with fepublic iviation
Corporation on Dassmber 19, 1939, and Jenuary 5, 1940, respectively.

. . A

i)
L
14
. 4
4n application for permit to ship planes under these contracts was l
rejected on July'l3, 1940. When the first of the orders with the
Republie Aviation Corporation was placed, the output of this hutor[;
was relestively small, and the orders from Sweden have undoubtedly
contributed to the building up of the production capscity of this |

plant. Neilther of the types on order with the Aepublic Aviation

P have been pted by the U.s. Army.
A contract providing for delivery of 144 pursuit planes was
.-ﬁ-nﬁ with the Vultee Aireraft, Incorporated on February 6, 1940.
An application by the Vultes Airereft, Incorporated, for license
to export the planes ordered has been refused. The type of airplans
Govered by this order has bot been approved by the U.d. Ammy. 11

Orders for airplane motors have, at different times, dated

|
from Qotober, 1939, to March, 1940, been placed with Uni ted Aireraft |
Gorporetion of East Hartford, Conn. For six of these orders licenses ‘}
have been granted, mamely:

license no. 248 for 30 motors
" " 3E " 7 ™

" = B85 =m0 "
= " 1584 * 103 " 1
B “ 518 -~ @ =" [
2 *1%28 * 20 |/

The last two refer to motors ordersd by civilian users, A.B. Aero-
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materiel and the Swedish Air Lines. Some of the motors coversd by
these licenses have already been shipped to Sweden and others are
ready for delivery. Im addition two orders have been pluced with
the United Aireraft Corporation, through the Republic Aviation Cor-
poration, for 11 motors, and through Vultee Alreraft, Incorporated,
for 15 motors. An application by Vultes Aireraft, Incorporated for
= license has been rejected. ' -

sennig BARER 1890, S0 Susdish s1x yurce Comdsaion orseres
iors from the Nright Aeronsuticsl Corporation, of
|, Fatexsan, W.J. An epplication by the manufacturer for a license
vﬂm“’T -hr‘n__-n_rro;o_md by the State Depertment on
et P 0807, e s 4
s oBY VW0 orders datea upnn- 11, 1939, and May 10, 1940, the
13, Swedieh AL Toros Comission sontrasted for dalivery of 20 ana
103 airplane propellers, Tespsctively, by the United Aireraft cor-
me-mmlmnn been
mm:‘h ‘export o! mu propellers. The Air Force Commis-
me m 'ﬂ"!‘ uﬂnn ‘spare pnrn ‘from the Kepublic ivia-
,”m‘” -! Ih Vultee airoraft, Incorporated, but mppli-
.mmhth. m nﬂ.‘ these spere pqrn have been rejected, as
: ”,? H‘ nt\m to applicetions for licenses to export
 ordered by the Air Nm Commission.

;Pn been conducted by th. Swedish Air Force Com-
ﬂl\;h‘amﬂmn Corporation of East Hartford, Conn.,
fds & contract for the sale of manufacturing rights

lﬂnl-ln- engine in Sweden. By a letter dated
the ﬁm Alroraft Corporation informed the Swedish
y @u that they hed been informed that the U.S. Gov-

opposed to the company negotimting or closing any can-
' the foreisn sale of manufacturing rights of airoralt
ich they manufactured. The negotiations for the sale of
uring rights of the Twin-Wasp engine in Sweden have,

', been broken off.

April 5, 1940, the Swedlsh Gavernment Trade Delegstion

¥ 2,000 9 =m. caliber mutcmstic rifles from Smith & Weasonm,
» Of Springfield, Mass. This order was subsequently

By 2,300 rifles, msking s totsl of 4,300. About halfl
<
& S5is total 1s mow ewaiting shipment, and the remainder will

——— i,
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soon be ready for delivery. An appliestiocs by Saith & Wesson,
Incorporated, o the State Departsent for license to expert these
rifles bas been rejestsd. Prior to this contraet, Messrs. Smith,
._,m.nl-\—mmun--tnnw.mwm
mmu—,mm—m“mwm
manufseturing facllities. Neither the model nor the caliber of
mmmnqﬂhhu&mm‘.
oOm April 2, 1940, the Swedish Govermmeat Trede Delegaticn
artered 1,000 mlosded epth chargse Trom Jork Safe sad ek Co..
of York, Pu. un-ftnl-ru—u-:t-nl—‘im
York Safe and Lock Co.'s applicatien for & liseass to export thass
dopth charges has been Tejested.
Washington, D.C., August 7, 1940.

S

e ——_———
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'The Swedish Minister presents his compliments to the Honourable l

f--nnr Secretary of State and, with refarence to previous verbal repre-
sentations in the State Department, has the honour to request the
kind gesistance of the Secretery in the follawing matter:

b Negotiations have been conducted by the Swedish Alr Force Com- ‘

. mission and the United Alrcrart Corporation of East Hartford, Conn.

looking towards a contract for the sale of manufacturing righte of 1

|

the Twin-Wasp airplane engine in Bweden. By a letter dated July 19,
1940, the United Airoraft Corporation informed the Swedish Air Forde
Comnission that they had been informed that the U.S. Government wae
opposed to the company's negotiating or closing any contracts for

the foreign sale of manufacturing rirhts of airoraft engines which

: s otured. The negotiations for the sale of the manufacturing
M engine in Sweden have, therefore, been broken

4 4n question is alresdy fairly old and of a

' w11l not suffice for use in modern militery air-
States. Furthermore, 1f the manufacturing righte

t wil) be a long time before the first enginea }
\Sweden. The granting of the menufacturins rights |
Anvolve any release of military secrets. |
int has placed large contracts with Swedish

s 811 of which contrects are baard on the use I\
sed in the U.8.A, Contracts for these ensines .

) But the necessary axvort licenscs have recently bren 4
ng of manufacturing rights for the Twin-Tasp engine

it help in overcoming the difficulties which the Swedish
faoing through the revocation of a1l the export

s and engines.

Anstructions from his Government, the Swedieh Winlster
K the Seoretary of State to be rood anoush to spproach

©f the American Government in order thet the neceesary
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LEsaTion oF swEDEN = 254
WASHINGTON, D. C.

August 28, 1940,

My dear ir. Selles,

Sines my with you the 1
equipsent, I have been in with the

for ssre

dhm!—_d-mmmwm-
Ur. Young's committes at two meetings.

A% the firet of thess meetings we only dealt with airolenes,
m-n—.ﬂ..-um. ¥r. Young was wvery defi-
nite that irrespective of the merits of the case the whole of this
Saterisl was mesded for the defenss of the country snd this arwument
"ould overrule any other consideration. Omly in respeat of some
m“mmﬂmmhumumah.h-u

* - for review of the deeislons.
lnmmmnmnh-m-hr«nnimu
--mn.mm.mm-mhlmm-.unu-u
hllﬁ“-ﬂ-,llm“. The loss to Sweden 1s
ﬂmnwm-u—mmm-m-. dafense

-Iul-l-lnh-—mn-mm-t-n--m-

it



The on Whigh are still in the prelimi-
Nary stages ¥e sceept without demur and in faet I wish to convey that
the considersble experience whish the shlef of the Swedish Mr Fores
Commission has geined during planning and trial of thess planes will
unhesitatingly be put at the disposal of the United States milltary
experts, if they wish to avall themsslves of this offer.

I have today had another meeting with kr. Young and his experts
at whish we disoussed the 1loenses to export certain arms and smsunition
which has been ordered by the Swedish Jovernment from firms im this
country.

It 1s with regard to thess last cases I take the liberty to ask
for your kind intervention. As you no doubt resollect, at one of owr
interviews you sxpressed the opinion that shatever would be the out-
"ﬂ.r—lammmlh-llﬂl—lwnm'ﬂ
of obtaining licenses for other material. ‘I might add that the im-
pression I brought avey frem my o with the s
that he held s similar opinmion.

y Mr. Young however spoke in a very different vein. fe held out
-‘-Ihl.lm-dlhp-ﬁl!.lluun. What I felt par-
mm‘lmﬂl“ﬂhlfamwnnluﬂ-
t the merits of ease, eost or ence involved
_ll-llhmmthdllramlﬂl-unhm
States Gefense foroes. Of course, 1T 1t had from the begianing
elear to me that & osst-irom embargo would be applied irre-
of the merits of the case, I should not have gome to the

e of subuitting any argusents. But this was certainly not my

PSR |

S

S p———
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ispression of the President's or your own attiteds. It seems in
faot to me to be wholly at variance with the poliey of the United
States Government during the lengthy of these

¥ita ay letter of Auguet Tth I forwarded an Alde-Nemoire son-
talning the essential data concerming ouwtstending contreets. I
now enclose an Alde-lemoire whish gives & more detailed account of
the contrasts which do ot refer to sirplanes or other sero equip-
ment and T shall be grateful if you could see your way to wee your
food offices to obtain an ispartial review of these sases on their
merits.
Sineerely youre,



AVYSERIPFT At 293

Alde-uémoire

Of the contraots placed by the Trade Delegation which the
Swedish Government early this year dispatched to the U.5.A, to
purchase goods for their mccount, the following are still out-
standing.
1, Two contracts for delivery of 9 mm, caliber automatic
m&u were placed by the Trade Delegation with the Smith
& Wesson, Ine., of Springfield, Mass., in April %his yoar. The
£irst of these contracts was for 2,000 eid the second for 2,500
sutomatic rifles.
[ " Prior to these contracts Messrs. Gmith, Wessom, Inc. bad
i 1m0t manufactured rifles of this typs and to faoilitste the pur-
ohase of nesessary machinery and materisls, the Trede Delegation
sdvanasd half of the purehase prie of the first sontract, in
pre-payment.. n mmnm letter of credit has been opened
, l-n- -l.n & Wesson for the remainder.
o ?! ﬂl I- tois nn- was tested by the Contrel Officer
etish Government Trade Delegution, 1t vas found that
“l ‘ﬁ!,llllll\li in order to increase its effio-
e B 1% more suitable for army use. The Swedish Govern-
”h;l:“l-l suggested certain ohaiges which were later
ted in the design, and the Swedish Covernment has tius

1
11y contributed to the pressnt model of the saith &
automatia rifle.

m quantity contraated for under the firs
or than July 18, and

t of thess orders

have beon ready for delivery mot int

% contains B pennlty clause by wh!
per week, per rifle, from

jch Smith & Wesson,

very, is lisble to pay §1.00
mentionsd. On July 8th, Messrs, Saithy Wesson spplied to
s Department for a license to export the rifles contracted
¥, whish application, however, was immedintely refused.

Thers is no doubt that through these orders Vessrs. Smith &
¥esmon had gatnea ble and their msmu




“fadturing cspacity for this type of small arms. Neither the model
nor the caliber of this rifle has becn approved by the U.u. Ord-
nanos Department. Furthermore, since the caliber is a metric one,
At sesms on the face of 1% highly unlikely that the U,s, Army will
ever adopt such a calider
B, In Pebruary and May of this yesr, the Swedish Government
Trade m.-u_ placed two contracts with the Nestern Cartridge
pe tm-nmrl. for § mm. oartridges. The first of the

of A0 el
1]

was M m.m,m. and lhl other for 12,000,000 car-

atandard,

;- mpln ur the first m‘nﬂ. the Trade Delegation

50 percent of the mmn m- when placing the um-r, and
famoiia Tedl]
\h'ﬁiﬁl’f has lll- ‘veen pul. An irrevoosble letter of oredit
o3 1m 63 Glin
in W of \n nn-n Cartridge Company has been opensd o cover

O.ld- nn li' lﬂ second .Nn. I..I.n-l-u for the c:pan or these

:\-‘E:;’.\’:"I. L"-:J: granted on m-h lllu and June Bth respsotively.
.10-9“.:' .'r-:- !lr.\ order for 1.0,000,000 eartridges, 2,000,000

had been shipped tmn the President's Proclamation of July Bnd.

whm wod 81200 llve
resainder of m- order, about 8,000,000 eartridges, has

e
Bolsupoiv: st
\Ill resdy m -'up-n\ for some time, partly stored in New York

nl the hhul n ﬂu lanhnnr plent at New Haven., It is
—engE Sand P W
understood nn m u-nu is still valid for s quantity stated

h::{"lliﬂ m -z-n-lun. rlu CQustoms authorities in New York
_ﬂ'lmr}uu when some of these ocartridges were going %o be
.I‘l:mh:_h:lln. of July, but it is presumed that neces-
mtu,- will be issued to the Customs so that proposed
ua':'- tl—hll: cartridges can be arranged &t an early

| Lt
’ | Tha Nestarn cartridge Company has advised the Trade Delegs-
ﬁ""’” “ R “-"' for the second contraet, origimally gremted
on June Bth, \u been revoked, fhe western cartridge Company 1f:

{ m‘" sontinuing menurscture under this comiract,

@ has given notice that 1,000,000 cartridges ere no¥ ready
b A5d that the dslivery sohedule, which allows for ship-

for
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of 9 mm. automatic rifles and smmunition to Finland during the
Russo-Finnish War, and the orders placed with the Western Car-
tridge Compamy weres intended for replacement of the stocks thus
depleted. This type of ammuntion is not msnufsctured in Sweden

and cannot, under the present circumstandces, be acquired elsewhere.

8. A contract has been placed in February, tuls yoar, with
the Remington Arms Corporation for delivery of a total of 3,200,000
248 caliber oartridges.

The Trade Delegation has token delivery
of these cartridges which have been paid for in full, License for
the export of this material was granted in March, 1940. It 1s
understood that this license recently has been revoked.

'h'rly this yoar, Gweden bought 520 Thompson sub-gachine guns
in the U which were deliversd during February, and the car-
srldges ordered from the Remington Arms Corporstion were inteadsd
for these guns. 3,150,000 cartridges had besn shipped prior to
the President's Proclamation of July 2nd. The balance, 2,050,000
cartrilges, were ready for snipment at that time and were sotuslly
losded on the /8 Veli Ragnar, bound for Petssmo. The Customs su-
thorities at New !‘u-k. however, -huu oclearance for the vessel,
and the ﬂlm‘ had to be discharged before the vessel w
allowed to sail.’ This action was taken in spite of the fact that

the license was still valid and the State Departsent had indlcated
there was no reason why the cartridges should mot be shipped. The
1icenss was revoked at a mich later dets, snd there doesn't seen to
be mny justifisation for such an setion as shipment hed been delayed
by arbitrary aotion on the part of a Oovernment official, contrary

%0 the assursnces which the State Department had given to the
Swedish Legation.

4. On April 2, 1940, the Swedish Govermsent Trade Delegntisd

‘erdered 1,000 unloa depth charges from York Safe and Lock Com-

Jork Sals S =——

pany, of York, Po. The Trade pelsgation paid part of the contrast

prics when the order was placed and an irrevooable letter of eredit

Bas been opened in favor of York Safe and Lock Company for the
Temailnder. fThe York Bafe snd Look Company applisd to the State
Departmsnt for a license to sxport these depth charges, but this
SPPlication has been rejested. Part of this order is now resdy
FOF Shipasnt. The depth charges are of model Merk III, and conse-
TRILY R0t of the latest dssten approved by the U.u. Nevy.

£
5
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4.
Government Trade Delegntion
1,010 detonator fu

The Swedish

» on June 12, acquired

for depth o
these fuses having been classed as op

8 from the u,5, Government,

Bolete material, Som dir-
ferences of opinion Apparently exist

ed whether a license was Te-
quired for this materin]

» but on June 18, the State

Department
authorized the Collector of Customs at New York to r

©lease the
detonator fuses for shipment without any further formalities,

The detonator fuses were loaded on the Fianish §/5 veli Ragnar,

¥hich boat however did mot sail until the Fresident's Proclams-
tion of July 2nd came into effect, The Colleotor of Customs at
New York refused clesrance of the 8/5 Veli Regnar with the detona-
tors still on board, in spite of the ract that they had been loaded
before the Proclamation went into effeat. The detanators were subse~
quently discharged to nllow the boat to sail, Whatever comments
might be made on the mction of the Customs in thls case, no aection
will be taken to secure an export license unless & license be granted
for the depth charges n‘n!m-l in the preceding paragraph, as the
fuses are intended for use with these depth charges.

®ashington, D.C., dugust 28, 1940,
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TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
DATE September 13, 1940
Secretary Morgenthau

E. H. Foley, Jr.

The question hes arisen whether the following proviso, which
eppears under "Military Posts" in Title III, Militery Appropriation
Act, 1941 (Public, No. 781, 76th Congress), requires that fixed fees to
be peid to contractors manufecturing Army eirplane engines for the
United States masy exceed six per centum of the estimated cost of the
contract exclusive of the fee:

"Provided further, That the fixed fee to be

paeid the contractor es & result of any such public

works contract hereafter entered into shell not

exceed 6 per centum of the estimated cost of the

contract, exclusive of the fee, as determined by the

Secretary of Wer."

It is submitted that the enswer to that questiom depends on
whether the contract provides that the airplane engines will become
the property of the United States prior to completion and acceptance
by the Government. If the contract does so provide, the fee may not
exceed 6%, If, on the othor hand, the airplane engines, under the terms
of the contract, remsin at the risk of the contractor end do not become

the property of the United States until accepted by the Government, the

fee may exceed &f.

e
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TREASURY DEPARTMENT 233
INTER-OFFICE COMMUNICATION
DATE September 13, 1940
Secrstary Morgenthan

E. H. Foley, Jr,

You asked this morning for & report on the requisition bill
(H.®. 10339) now pending in Congress.

The bill has passed the House and is now on the Senate calendar
where it may be called up for consideration by the Majority Leader
whenever the Senate disposes of the matters now before it.

The bill provides that the President, when he determines it
to be in the interest of national defense, may requisition any military
or naval equipment, munitions, machinery, tools, materials, or supplies
necessary for the manufacture, servicing, or operatiom of such equip-
ment or munitions, processed for export purposes, if the exportation
of such equipment or mmitions has been denied. Such articles may be
used by the United States or may be sold when such sale is in the
public intersst.

The measure obviously would be helpful in connection with the
Vultee airplane transaction.

Larry Bernard will talk to Semator Barkley about the measure
and do whatever he can to expedite its early consideration.

I am attaching a copy of the bill in its present form.

Attachment i |""?’L




' Calendar No. 2209
3 s H, R- 10339

[Report No. 2097]

IN THE SENATE OF THE UNITED STATES

1840

Aveust 23 (legi ¢
Read twice and referred to the Committee on Military Affairs

ative day, Avol

Serrevmuer 9 (legislative day, Avavsr 5), 1940

Reparted by M. Hitx, with nendments
' [Insert the part printed in italic]

{ © AN ACT

To anthorize the President to requisition certain articles and
materials for the use of the United States, and for other
purposes.

1 Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled, .

_,
a
v

3 That whenever the President determines that it is necessary

4 in the interest of national defense to requisition and take
5 over for the use or operation by the United States or in its

6 interest any military or naval equipment or munitions, or

7 component parts thereof, or machinery, tools, or materials

8 or supplies necessary for the mannfacture, servicing, or oper-
9 ation thereof, ordered, manufactured, procured, or possessed

) i 50 :
- | 10  for export purposes, the exportation of which has been denied
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10
1

13
14
15
16

i

18
19
20
21
22

23

2

in accordance with the provisions of section 6 of the Act
approved July 2, 1940 (Public, Numbered 703, Seventy-
sixth Congress), he is hereby authorized and empowered to
requisition and take over for the said use or operation by the
United States, or in its interest, any of the foregoing articles
or materials, and to sell or otherwise dispose of any such
articles or materials, or any portion thereof, whenever he
shall determine such action to be in the public interest. Any
moneys received by the United States as the proceeds of any
such sale or other disposition of any such articles or mate-
rials or any portion thereof shall be deposited to the credit
of that appropriation out of which was paid the cost to
the G'overnment of the property thus sold or disposed of, and
the same shall immediately become available for the purposes
named in the original appropriation.

SEc. 2. Whenever the President shall requisition and
take over any article or material pursuant to the provisions
of this Act, the owner thereof shall be paid as compensation
therefor such sum as the President shall determine to be fair
and just. If any such owner is unwilling to accept, as full
and complete compensation for such article or material, the
sum so determined by the President, such owner shall be
paid 50 per centum of the sum so determined by the Presi-

dent and shall be entitled to sue the United States for such

additional sum as, when added to the sum already received

o




-
O

by such owner, such owner may consider fair and just com-
pensation for such article or material, in the manner pro-
vided by sections 41 (20) and 250, title 28, of the Code
of Laws of the United States of America: Provided, That
recovery shall be confined to the fair market value of such

article or material, without any allowance for prospective

profits, punitive or other damages.
Sgc. 3. The anthority granted in this Act shall terminate
June 30, 1942, unless the Congress shall otherwise provide.
Passed the House of Representatives August 22, 1940.

Aftest: SOUTH TRIMBLE,
Clerk.
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<@ @ Calendar No. 2200
ez H, R. 10339

[Report No. 2097]

AN ACT

To authorize the President to requisition cer-
tain articles and materials for the use of the
United States, and for other purposes.

Avavsr 28 (legislative day, AvausT 5), 1040
Read twice and referred to the Committee on Military
Affairs
SeprEMDER § (legislative day, AUGUST 5), 1840
Reported with amendments




ember 13, 1940
10:00 a.m.

Hello.

Knudsen.

Hello.

How are you? Thie 1s Henry.

¥, you know the public bill No. 781, it's
€5 billion bill - §5 billion appropriation?

-—
r‘
.
o
=
W
™

K: Well, on the second page of that bill are
sectione deallng with military poste and it
epecified that a fixed fee pald on public

3 worke contracte should not exceed 6%.

Yeah.

[eeoz “on srodayy]

G6EE0T "M "H

Well, some chap tries to tell me thet an
alrplene ie a public work and of course from
reading the b there doeen't seem to be
any eenee in that at all - 1t merely deals
with construction contracte and cantone.

= ey sepegen
=]

H.l.dr: Yeah.

K: Now is there any way I could borrow thie
legal light of yours, Mr. Foley, to look
that one over?

Sure.
K: Would you ask him to?
H.M.Jr: I'll ask him to glve you an answer

within the hour.

K: Thank you

H.M.Jr: How's that?




e along and

conference,




FG September 13, 1540

| 12:12

Secretary Hull coming on.

Hello.

Mr. H
Secretary

He's coming right on, air.

Cordell
b

Hello, Henry.

Hello, Cordell.

H: I don't know anything about what happened
between the British Ambacssador and the
President about those rifles and rounds of
ammunition thet were supposed to be talked
about in connectlon with these basee and
destroyers.

Well, L1f you don't know, who does.

H: Well, here's what happened, you see. The
day before I went to Hot Springs on the 4th
of August the British Ambassador came in and
after talking eome to the Preesident brought
up with me the destroyer - he mentioned
destroyere only and bases, and I then, the

Py next morning, went to the Soringe. Well,

71 when I came back from the Springs two weeks
later the President and Stimeon and Welles
all went off, and they were the only onee
who had talked up thie - who knew about
these other things,

I eee.

H: I hadn't heard anything but the destroyers
tioned and I saw some reference in one
e of the President's that it would be

poesible or might be possible to get Congrese
to agree to eell these surplus torpedo boats -
that 20 that had been held illegal -

transfer.

H.M.Jr: Yeah.




H.M.Jr:

they were 211 away during the five or eix
daye and I closed this matter up

Well, you see, here's ,....

I made it awfully clear to Lothian that I

wae told that it wae illegal to transfer
theee other thinge and that there'e nothing

in my transefer proposal except the destroyers

u gee, I wae awey for two weeks

and I don't know. They put this pressure

on me and then I got this letter from Lothian
he sald the Presldent saild he ehould
take this thing up with me, because I told
Lothian that's all very nice, but unless

Mr. Hull will advise me that this is part

of the deal, there's nothing that I can do
You sgee?

n, I mean, because I knew about the
deetroyers, I knew that these 21 little boate
were illegal. Ae a matter of fact, you see
Lothian would keep saylng he's in such an
embarraseing position because he promisged

2ll of thie stuff - well, I understand that
Stimeon now hae told him he's golng to give
them the 250,000 rifles and aleo the five
btombers, so if they've got that, they've got
about everytning that they were promised.

some rounde of ammunitlion which
unt to much.

nink that that - I never heard

No, I don't t
that mentlone

I can't tell - they keep talking you




H
H.M.Jr
H:
H.M.Jr

Well, doeen't 1t really then get down
that the only person who knows ie Mr. Ro

Well, I think they were talking - he and
Stimson. Stimson claime to have talked
with the President and them.

Ch. Well, I didn't know that.

That was while I wes away, MNow Sumner
dién't understand that we were obligating
ourselves to sell these but that the War
Department and the President - among them -
were Jjust seeing what we could sell.

Well, why don't elther you or I ralee it at
Cabinet?

Well, if it's a queetion of whether we
oughtn't to do it privately .....

I get you. I see.

Yeah. Anyhow the Ambaseador asked me to
call you. Well, I dién't know what the

President had eald to ydu, you know.

Well, all he just said s, get what you
can Henry. He hasn't epecified, he simply
sald, Henry, get what you can for them.

Now, I had Welles to call the Presldent
yesterday and go over the way thie happened
while he was away and toc esy that of course
we'd be glad to see him have anything done
that woe feasible that would carry out any
planse of t t I didn't know about, and
happened, Now, here's another
] Henry, if you'll make a note
of 1t and have your fellows look into 1t.

Yee, and when you're through I have something
I'd like to say.

Yee. Henry, these Texas 0il people clalm
are bringing oil in here
Now, I don't know for




e

cértain whether our fellows are looking
at the close technical dumping provisions
or whether they are considering it in a
little broader application, but they are
bringing it in here and the Mexicans think
it's that confiscated oil,.....

Oh, my!

e - that's being brought in, and under-
selling them a way yonder. They are
asking your Customs people to look into
the anti-dumping or any other provision
that you've got there.

I'll put it right up to my boya right away.

That - what ie that other provision about
neading off imports?

Countervalling duties

Yeah. Have them look into it and see if
they can't stop 1t in scme way, that is,
see if they've got gound.

I'11 have them look into it.

Thank you, Henry. Now, go ahead with your
matter.

Well, I was wrong when I told you that
Berle was frownlng on our giving money to
the French Embassies in South America.
I was mixed up, He's been in favor of it.

Yes. Well, I was under the lmpression that
at the Cabinet the President agreed for them
to have it for this hemisphere but not for
the balance of the world.

No, he wrote on this letter which I gave him
a question mark on South America. He sald
look into 1t further. But I'm golng to bring
1t up in Cabinet because I've got more
information now on what they want.




bR
H: I see,
M, Jr: And I thought I'd bring it up.
H: Is there anything I should work up on?

Well, just how you feel about letting them

have this money in South America on a month-
to-month basis.

Hz Doee it amount to much?

H.M.Jr: I think - I don't know. They're glving me
the figuree - I think it's a couple of

m;lli:m dollare.

H: I see. It oughtn't to be that much.

But I haven't seen the figures yet; they
Just got them.

H: All right, Henry. I'm very much obliged.

T Thank you.




TREASURY DEPARTMENT i 309
, . . OfTice of the Secretary
L a Technical Assistant to the Secretary
" Date September 13, 1940
eptember 13, 19%0
TO

Secretary Morge: TO:

PROM Mr. Cochran Secretary Morgenthau..

it riy o

= Room ..

appointment the &

the newly epoointed Finan Livesey phoned me at 1 o'clock that Gf:,’;:;n“ﬁ:m
pregent. lr. Alphend hed Secretary Eull desired that Dr. Feis ith the tech-

_ nbical officers of the Tre obtain for him figures with respect to ets in thig

‘f" country. the location of French gold, for this

= afternoon's Cabinet Meeting. I have

| The Secretary greete appended such information to the attached 3 that he under-
stands that his own posit: pemgrandum, zht up imme-

diately the question of tl

stated that
his Government was sympatt — 1z French funds.
When the Secretary asked } / % .phend replied

affirmatively. The Secrst

.8 attitude
from his conversations wit ' several years
d and with whom he could tal cretary could

»peak as frankly with him. From: MR. COCHRAN stating that
the French officially welc nch agsets that

the French could tell the -erm ¢ == <=~ suvvea reguested such agsaets, that it was
impoesible to transfer them because of the American control. The French welcomed
this protection. On the other hand they were not reconciled to a control which
approached stranguletion.

When the Secretary asked for an explanation of this remark, Alphand referred
2 to the problems encountered by him in meking funds available for French diplomatic
‘ and consular officers in the United States, Latin America and other parts of the
world, which matter he stressed as urgent. The Secretary stated that it was his
understanding that the Treasury was already taking care of the question of payments
to French diplomatic and consular officers in the United States. Mr. Cochran con-
firmed that the French request, plus an additional ten percent, totaling $1,100,000
Der year for this purpose had been approved.

Mr. Alphand acimowledzed that as a technician he could state thet the plan on
which he had been working with Treasury experts would function insofsr as French
officers in the United States were concerned. Politically, however, he was not
sure that his Government could acknowledge such supervision of their diplomatic
expenditures. He said this wae a question of covereiznty, and thet his Ambassador
had geen Seeretary Hull on this point two days ego.

Secretery Morgenthau emphasized to Alphand that the Treasury was handling the

{ technical end of control and that it looked to the Department of State for sdvice
‘J md guidance on guestions of foreign policy that might be involved in the control.
"| —He added that Mr. Bull had just spoken with him on the telephone before Mr, Alphand




i ‘] ~He added that Mr, Hull had just spoken with him on the telephone before Mr. Alphand

DATE  September 13, 1940

JF.S. wzom

TO o date

Secretary Morgenthau

i STRICTEY-CONFIOERFAL

By appointment the Secretary received at 10:00 this morning Mr. Herve Alphand,
the newly sppointed Financial Counselor of the French Embassy. Mr. Cochran was
present. Mr, Alphend had been in Washington since Tuesday working with the tech-
nical officers of the Treasury on questions of control of French assets in this
country.

The Secretary greeted Mr. Alphand cordially. The latter replied that he under-
stands that his own position in this country is difficult. He brought up imme-
diately the question of the Treasury's control of French mssets. He stated that
his Government was sympathetic with the Treasury's purpose in freezing French funds.
When the Secretery asked him if this was the offieial French view, Alphand replied
affirmatively. The Secretary stated thot he had not been sure of this attitude

_ from his conversations with Mr. Leroy-Beaulieu, whom he had known for several years

and with whom he could tall quite frenkly, Alphand hoped that the Secretary could

.»peek as frenkly with him. Alphand clarified the above statement by stating that

the French officially welcomed the idea of our so controlling the French assets that
the French could tell the Germans, if the latter requested such assets, that it was
impossidle to transfer them because of the American control. The French welcomed
this protection. On the other hand they were not reconciled to a control which
approached strangulsation.

When the Secretary asked for an explanation of this remark, Alphand referred
to the problems encountered by him in making funde available for French diplomatic
and econsular officers in the United States, Latin imerica and other parts of the
world, which matter he stressed as urgent. The Secretary stated that it was his
understanding that the Treasury was already taking care of the question of payments
to French diplomatic and consular officers in the United States. Mr. Cochran con-
firmed that the French request, plus an additional ten percent, totaling $1,100,000
per year for this purpose had been approved.

Mr. Alphend acknowledged that as a technician he could state that the plan on
which he had been working with Treasury experts would function insofar as Fremch
officers in the United States were concerned. Politically, however, he was not
sure that his Government could acknowledge such supervision of thelr diplomatic
expenditures. He said this was a question of sovereignty, and that his Ambassador
had geen Secretary Hull on this polnt two days ago.

the
Secret: Morgenthau emphasized to Alphand that the Treasury was handling

technical e:dryef control and that it looked to the Department of State for advice
wmd guldance on gquestions of foreign policy that might be involved in the control.
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1 a
entered, and hed referred to the French Ambassador's visit.

| Mr, Alphand's inquiry as to whether the Treasury would now be willing to be more
generous on the matter of controlling French official expenditures, following the
representations which the French Ambassador had made to Secretary Bull, and

Secretary Hull's conversation with Secretary Morgenthau, the latter 1lied that
Secretary Hull had given him no advice in this direction. per

In angver to

Secretary Morgenthau again stated that he was always pleased himself to dis-
cugs, or have members of his etaff discuss, with Mr, Alphand the technical opera-
tlons of the control insofar as France is concerned, but that the political angle
would have to be taken up with the Department of State. The Secretary of the
Treasury looked to the Secretary of State for adviece and to the Pregident for
instructions on such matters.

It ghould be added that in the course of the conversation Secretary Morgenthau
remarked that it had been suggested in some guarters that the Fremch utilize the
! Jold which they have in Mertinique for payments such as those under discuasion with
Mr. Alphand. The Secretary thought that there were between $240,000,000 and
$250,000,000 worth of French gold in Martinique. Alphand was inclined to doubt
the practicability of this suggestion.

In this connection confidential British figures regarding the location of
French gold in mid-July were as follows:

In the United States $507 million
In Cenada 376 million
| In London 280 million
In Martinique 245 million
Other French gold 512 million
Total $1,920 million

Since the above data were compiled it is believed that the French gold in
London hae likely gone to Canada. Of the "other French gold" a considerable part
ig believed to be in Dakar. Some smell portion may have remained in France.

P




a i [ (Handed by Mr, Pinsent of the British Embesey to Mr,
= Y Cochren in the Treasury at 4:30 D.B., September 13, 19L0.)

Antorg Treding Corporation have offered
$7,000,000 worth of gold to the New York office of the
Bank of America, It is unlikely that the latier will
accept the consignment to which they coneider that a certain
amount of suspicion atteches. They seem to suspect that
v‘ the gold belongs to the recently annexed Baltic States
end the Federal Reserve bank are sald to be making
investigatione,
Benk of America have never in the past
‘ handled Ruseien gold, which has usually been purchased
by the Chaee National Bank. Amtorg may have private
reasons for not approeching the latter Bank on this

occasion,

(Initialed) G.E,S.P.

British Embassy,
12th Septembder 1340,




.,| a TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE  September 13, 1940

TO Secretary Horgentheu

rrom  Mr, Cochran

¥While in Weshington this week Mr, Alphend, the newly appointed Financial
Counselor of the French Embassy, has presented detailed figures setting forth the
annual requirements of the French Embassy in Washington and the French Consulates
in the United States, including Menila, P, I,, and San Juen, Puerto Rico, These
figures for one year tat% ﬂ § %,og;,ooo. On September 11 the Treacury Department
issued a license for the awal of $195,000, which is the equivalent of two
monthe celeuleted at the above figure plus a 10% increase. That is, we increased
the French officicl estimate by 104, and are now taking cere of two months require-
mente, i,e,, September and October, with ome license. Hereafter the system will be
on @ monthly basis, our renewal being made on the 15th of the preceding monmth pro-
vided there is no change in the situation,

¥r, Alphand submitted = separate estimete of munual disbursements for French
diplomatic and consular poste in Central and South Americe, These estimates spproxi-
pted $1|E00 000, but did not include Brazil. Calculating expenses for Brazil on the
same level as those for Argentina, the total would be 0 per year. If we
added 10% to this, as to the estimate for the United Stetes, the total would be
$2,640,000. The monthly figure would then be $220,000, Avplication for Latin Ameriea
is still pending.




From: lkr,

September 13, 1940

MEMORANDUM

To: The Secretary

Young

Subject: War Material on Order for Swedish Government

Zxclusive of Aircraft, Aircraft Engines and
Aircraft Accessories.

With respect to the following items, export licenses
have either been revoked or refused with the exception of
7,250,000 9 mn. cartridges.

1.

w

4,300 Smith and Wesson 9 mm. automatic rifles
(not used by U. S. Army).

12,750,000 9 mn. cartridges (1,750,000 cartridges
now ready for shipment; production at the rate of
1,000,000 a week).

2,050,000 .45 calibre cartridges (ready for ship-
ment; to be used for 520 Thompson submachine guns
bought by Sweden and delivered last February).

1,000 unloaded depth charges (not the latest U. S.
Navy design).

1,010 detonator fuses for depth charges (bought
from surplus stocks and classed as obsolete; export

license not required.




THE WHITE HOUSE
WASHINGTON

September 13, 1940

My dear Mr. Seeretary:

The President directs that I transmit

to you, for your information &

dance, the
s

attached copy of the m

age he has sent to the

Congress tod

Respectful

e President

The Honorable,
The Secretsry of the Tre
Fashington, D. C.




President's leosnge hus beg

un in the

f Representatives. Extrems care must therer
10 'evoid premature publication.

fo;

ssion on September 6,
unanimously a principles governing
letting of national defense contracts. on  August 31, the Com-
ion also unaninously adopted a ste enent.

2 guide for co
- d

"to industry,
1y and as a whole,

letting of defense

contracts follo

"The essence
adequate

of the

siven
hine tool

o
supplier,

is of aut-
s to securs




"4, The impact

re nust be mes il

) Due rog L y protecting
civilian
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ras into




Following 18 the staterent of labor poliey adopted
vy the Netional Defenze Advisory Camizsion

"Prinar;

the ebjsctives of the Advisory

digturbance to production of su

comrdssion to the Counci 1 Dafensa is the |
incronsa in production roguired by our

armod forees and the e it o Pabire

supply of such materisls S unEble ‘

soope of our pres
& into production many

of our unused

ion =
agriculture, manufacturing and man po

iis program can be used in the publia &
as o vohicle to red.

be absorbod i
fiorts shoul

"In order that

All work
should comply




&

Pressing argument for maintaini: g industrial
aaf ds in the present emergency is that
they actually coniribute

te sfficiency, "

FRAVELIN D, ROOSEVELT

1ITE HOUSE,

September 13, 1940,




mber 13, 19lo

Hello,

Secretary Hull 1s com

Hello, Henry.

bassador was in here day

yesterday I think it was and he was

e ord to you

out enough money to pay their consular

¢ diplomatlc service in other parts as

11 as in this American hemlsphere, I
that that was matter nandled

by you folke over there and I

t him to estimate the amount

to see r 1t amounted to anytt g much

or not. Have you got any impressions on it?

No, except that the President seemed to be
very doubtful about it and Berle has told
ue that the State Department didn't want
to move on 1t yet, HNow I don't know

ivieed ue to do nothing for the next
or two,

y couldn't use
1 over there at

ered why th
1t gold they've

bai‘.ar.

Or at Martinique.

That's French

In the Martinique?

What did




)

=i

came 1o me through the - I didn't see
fellow - the French Financial Attache
d Kerle Cochran. I seld, well, why
T they use some of that gold down in

Yea o
and Dutch and o
that gold ove

laim that the Belglans,
1ers have an interest in
ere cn the African Coast.

we to me.

200 or 300 million dollars len't it over

there?

But there's about 250 million at Martinlgue
which is all theirs.

All French.

liable to try to slip that
vesael?

can't do that.

But they could, for instance, if they wanted
to they could take §l llion of 1t and send
1t up here arnd we'd buy it from them - or 2
pillion or 5 million or whatever they need

want to send them - we'd
it very closely to see
to the Germane.




my inwre==1,n which I've got, which
v » from Berle to my people ie
people over there didn't want use to

_wrong you might tell me later

day.

k into 1t a little further
n give you a information

the President said ”e wanted more
tion on what they're golng to do in
South America.

H: Yee, 1in Bouth America.
Yeah That's where they want the money,
Yan't 1t?
e 167

other vparts of -

now we give them the

.Jri
month to take care of Unlted
H
AT for South America

for the rest of the

ﬂ:rl; we told them
rica we sald

to have your advice.




H I'11 lock into it further, Henry.
H.M.J Thank you
q Yeah.




i.dr:

Robert

Einckl

September 13, 1940
12:03 p.m,

Hello,

I Just ted to report the trip out to
the port the other day with the Britishers.

I think they were impressed. They've had

s since flylng the plane. The Army -
our own Army, however, 1s also very
impressed and they have indicated that

they want to place an order for five as
soon as they can run the things through
Dayton - through Wright Field

Now 1t's my guess that probably after that
they may want more than that.

thing I'm suggeeting in order to

me ergument or diecuseion later

if they are really lnterested in
this thing that they make some indication

so that they won't be in the position of
wanting it after while llke the Jacobe motor
and then not belng able to get it.

I see, Right. O. K., thanks for the tip.

Yes, sir.










